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FALL  OF  PlilCES'^ 


(Reprinted  from  the  National  Review,  May,  188*>J 


LONDON: 


THE  BIMETALLIC  LEAGUE, 


2,  Princes  Street,  Westminster. 


f 


SILVER  AND  THE  FALL  OF  PRICES. 


(^Uspj'intcd  fvoni  the,  Ndtioncil  Review,  May,  1889.) 


Sidney  Smith  once  advised  a friend,  who,  while  anxious 
to  air  a new  theory,  was  mortally  afraid  of  the  critics,  to  let 
a Duchess  introduce  it  in  a dialogue ; “ because,”  said  that 
candid  cleric,  “ if,  as  I imagine,  the  theory  proves  to  be  silly, 
you  can  laugh  both  at  the  absurdities  of  your^  Duchess,  and 
at  the  critics  who  have  taken  her  seriously.”  Such  is  the 
obvious  advantage  of  the  Platonic  method,  and  possibly  some 
such  conflict  of  ambition  tempered  by  hesitation  may  be 
responsible  for  the  remarkable  dialogue  on  “ Bimetallism 
Avhich  Uv.  Brodie  Iloare  contributed  to  the  National  Review 
for  March.  There  is,  however,  some  excess  ot  extravagance 
in  the  suggestion  that  any  one  so  devoid  of  education  as 
Mr.Hoare’s  mythical  “ Colonel  M.P.”  could  have  found  his 
way  into  ‘‘  the  Service,”  let  alone  into  the  service  of  the 

House  of  Commons. 

It  is  proper  to  recall  that  two  years  since  a Royal  Com- 
mission was  appointed  to  decide  whether  the  universal  fall 
of  prices  was  the  result  of  a contraction  of  the  volume  of  Rie 
currency  in  gold  standard  countries,  and  whether,  failing 
international  bimetallism,  there  was  any  probable  end  to  the 
fall  in  the  exchange  value  of  the  rupee.  The  City  gent  of 
the  dialogue  aforesaid  contrives,  off  hand,  to  satisfy  the 
gullible  Colonel  that  the  general  fall  of  prices  is  of  no  earthly 
consequence,  because  all  trade  is  really  barter ; and  the 
Colonel  having  swallowed  this  very  naked  hook,  is  then 
o-ently  led  forward  to  the  conclusion  that  whether  the  rupee 
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advances  to  a pound  sterling,  or  falls  to  a penny,  India  can 

only  benefit  by  such  catastropliic  changes! 

I'  is,  of  course,  impossible  to  seriously  criticise  this 
diahgue’;  indeed,  if  it  is  Mr.  Hoare’s  intenfion  to  support 
bim(  tallism  by  thus  placing  the  crudest  monometallic 
extravagances  under  the  microscope,  he  is  certainly  to  be 

conj:  ratulated  upon  his  interesting  essay. 

''  \^e  find  “ A ” gravely  contending  that  whether  class 

legislation  has  contracted  the  European  currencies  by  dis- 
fran  diising  silver,  whether  in  consequence  the  proprietors  of 
goh  have  been  enriched  by  that  huge  “ unearned  increment  ” 
whi(  h is  represented  by  the  recent  fall  of  35  per  cent,  in  all 
pric  ‘S,  that  still,  even  admitting  all  this,  no  mie  is  a pemiy 
the  vvorse  or  the  better.  To  arrive  at  conclusions  so  gratify- 
ing to  the  sentiment  of  the  bank  parlours  in  Lombard  Street, 

“ A ’ assumes  as  the  basis  of  his  argument  these  two  remark- 
abh  premisses : that  “ (1)  All  trade  is  barter.”  ^ “ (2)  No 
one  wants  much  money.”  As  may  well  be  imagined,  upon 
a fiald  thus  narrowed,  the  battle  of  the  standards  is  quickly 
foil: -lit  out,  and  the  Colonel  has  struck  his  colours.  Having 
accepted  the  hvpothesis  that  two  and  two,  whatever  they 
iiial  e,  at  least  do  not  make  four,  it  is  little  iv-onder  that  the 
sokier  is  found  to  be  no  match  for  the  civilian  -,  but  if, 
resi  king  this  dual  paradox,  the  Colonel  had  replied,  “ (1) 
Modern  trade  is  aoi  barter;  (2)  if  trade  were  indeed  barter, 
no  one  would  want  any  money  at  all''  he  Avoiild  have  made 
a r?ply  which,  being  both  true  and  obvious,  would  have 
broight  the  dialogue  to  a timely  close.  “ I ivaiit  no  medals,” 
sail  - a Shoshone  Indian  to  the  Avriter,  eyeing  my  silver  dollar 
witti  evident  mistrust,  “ I SAA^ap  beaver  skins  for  blankets.” 
Bu  - civilization  has  swept  over  the  happy  hunting-grounds 
of  lhe  Shoshones,  and  money  to-day  regulates  the  exchanges 
evt  11  in  the  M ind  River  mountains.  If  Mr.  Hoare  would  still 
find  a community  Avhere  “all  trade  is  barter,’  he  must  go 
vei  y far  afield,  perhaps  to  the  head  waters  of  the  mighty 

Yu  .von,  or  to  the  topees  of  the  Digger  Indians. 

There  is  no  need  to  say  more.  Home  trade  everywhere 
hai  long  since  ceased  to  be  barter,  and  that  wide  frequent 
ttuetuations  in  money  prices  are  disastrous  and  demoralizing 
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no  one  iioav  seriously  questions.  But  home  trade  apart,  it 
has  become  almost  an  axiom  of  political  economy  that  one 
form  of  trade,  international  trade,  is  indeed  a process  of 
barter,  and  because  this  is  the  case,  the  remarkable  subsi- 
dence of  prices  during  the  past  fifteen  years  is  considered  by 
many  to  possess  a merely  statistical  inteiest;  so  that  eAen  i 
indiAdduals  are  poorer  by  the  fall  of  prices,  nations  at  least 
are  not  losers.  America,  it  is  said,  really  exchanges  a 
hundred  quarters  of  wheat  for  thirty  tons  of  British  rails, 
Avhether  the  currency  medium  of  this  transaction  is  150 
sovereigns  as  to-day  or  230  sovereigns  at  the  higher  scale 
of  prices  tAA-elve  years  since.  But  like  many  othei  glitteiing 
generalities  claiming  the  sanction  of  high  economic  authority, 
this  “barter  theory”  demands  constant  modifications.  1 
haA’e  recently  \-isited  tAA’O  countries,  India  and  EgApt,  Aiheio 
their  foreign  trade  is  by  no  means  on  a baiter  basis,  but,  on 
the  contrary,  AAdiere  the  question  of  the  future  position 
of  prices  in  the  markets  of  the  gold-using  nations  of  the 
■\Yest  is  to-day  the  entire  question  of  national  prosperity,  or, 
on  the  other  hand,  of  national  insolvency.  The  position  of 
Egypt  in  connection  Avith  the  currency  question  is  so  remark- 
ably interesting  that  Egypt  serves  better  perhaps  than  any 
other  country  to  “ point  a moral  and  adorn  a tale.”  Before, 
hoAveA-er,  proceeding  to  state  the  case  for  Egypt,  it  is 
necessary  to  say  a feAV  Avords  as  to  the  currency  conditions 
of  the  world  AA’hich  had  made  it  possible  for  KliediAO  Ismail 
to  contract  the  immense  National  Debt,  AAdiich  debt  is  to-day 
alone  responsible  for  EgAqit’s  large  export  trade. 

If  Ave  look  back  to  the  first  quarter  of  the  present  century, 
we  find  that  an  entirely  novel  experiment  in  ciirrcmcy  legis- 
lation had  been  fastened  upon  our  nation,  and  Avithout  any 
knoAvledge  on  the  part  of  the  people  of  the  Arast  issues 
involved.  The  previous  relation  of  the  two  metals  in  the 
currency  of  England  is  thus  stated  by  M Culloch. 

From  1257  to  1GG4  the  value  of  gold  coins  was  regulated  by  proclamation,  or, 
which  is  the  same  thing,  it  was  ordered  that  gold  coins  should  be  taken  as 
equivalent  to  certain  specified  sums  of  silver.  From  1G64  to  1717  the  relation 
of  gold  to  silver  was  not  fixed  by  authority,  and  silver  then  being  the  only  legal 
tender,  the  value  of  the  gold  coins  fiuctuatcd  according  to  the  fluctuations  in 
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the  relftive  worth  of  the  metala  in  the  market.  In  1717  the  ancient  practice 
was  aea  ,n  resorted  to,  and  it  was  fixed  that  the  guinea  should  be  taken  as  the 
equivah  nt  of  twentj-one  shillings,  and  conversely.  In  1810,  however,  a new 
eystem  vas  adopted  in  this  country,  it  being  then  enacted  that  gold  coins  alone 
should  DC  legal  tender  in  all  payments  of  more  than  forty  shillings. 

From  this  it  will  be  observed  tliat  for  nearly  six  hundred 
years  before  18 IG,  silver  had  been  at  all  times  the  legal 
tendt  r money  of  Great  Britain,  and,  except  for  tiity  yeai^, 
the  t VO  metals  had  been  concurrently  legal  ttnder  at  a ratio 
fixed  by  law:  550  years  of  bimetallism  pure  and  simple. 
But  now  we  have  to  consider  the  new-taiigled  system 
iuititded  by  the  younger  Lord  Liverpool  in  L'^IG,  and  to  ask 
whei  her  this  system  would  have  been  tolerated  during  the 
past  seventy  years,  except  tor  the  accident  ot  the  ])henomenal 
gold  discoveries  during  the  years  that  followed  1849.  It  is 
well  to  remember  that  the  legislation  of  18K)  was  never 
real!  f criticised,  either  in  the  constituencies  or  in  the  House 
of  C'  )iiimous,  and  for  this  reason  : England  was  at  that  time 
not  on  a metallic,  but  on  a paper  basis  ; our  currency  having 
diiri  ig  the  wars  been  intlated  with  issues  of  inconvertible 
bank  notes,  gold  and  silver  were  at  a premium,  and  had 
disaopeared.  When  therefore  Lord  Liverpool  suggested,  as 
an  abstract  proposal,  merely  that  at  some  later  date  the  nation 
shoi  Id  again  make  its  payments  but  in  gold,  and  not  as  of 
old,  in  gold  or  in  silver,  at  the  option  of  the  debtor,  the  fact 
that  legislation  was  being  sanctioned  which,  though  by 
anti  apation  only,  “ demonetized  ” silver,  and  that  Parliament 
was  really  permitting  a radical  reform  of  unknown  dimen- 
sion i,  seems,  whether  in  the  house  or  the  country,  to^have 
attr  voted  no  attention.  Fifty  years  later  the  United  States 
Congress,  similarly  blindtold,  were  invited  to  make  the  same 
mis  ake,  and  did  make  it.  In  exactly  the  same  way,  the 
United  States  currency  being  also  intlated  with  greenback 
issues,  a measure  was  smuggled  through  Congress  in 
1873,  on  the  very  heels  of  the  German  proscription  of  silver, 
wh  ch  pledged  America  to  demonetize  silver  and  resume 
spe  ie  payments  at  some  future  date  on  the  basis  of  gold 
aloi  e.  President  Grant  declared  shortly  alter  the  deed  was 
dorethathe  had  been  tricked  into  giving  his  signature  to 
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this  measure,  and  when,  in  1878,  the  country  had  been 
educated  to  a knowledge  of  the  effect  of  this  trick,  it  trick 
it  was,  the  Congress  of  that  year  at  once  re-admitted  silver 
as  legal  tender  money  for  unlimited  amounts,  and  such  is 

there  the  position  of  silver  to-day. 

But  to  return  to  the  English  legislation  of  18 IG,  and  the 
conse(]^uences  which  followed  trom  the  resumption  of  specie 
payments  in  1821  on  a monometallic  gold  basis.  In  the 
course  of  a debate  in  the  House  ot  Commons  in  July  1822, 
^Ir.  Western  declared  that  already  the  result  of  gold  mono- 
metallism had  lieeii  that  “two-thirds  of  the  ciiltivatois  ot  the 
soil  have,  in  the  course  of  a lew  years,  and  in  a time  of 
profound  peace,  been  rendered  insolvent.  4 he  turn  of  the 
landlords  will  soon  come  ; they  must  also  be  iiivoH  ed  in  the 
ruin  of  their  tenantry.”  During  the  same  debate,  Mr. 
Attwood  said  of  the  rapid  fall  of  prices,  “ Either  all  the 
productions  of  all  industry  have  suddenly  inci eased,  ^^hich 
it  is  impossible  to  believe,  or  otherwise  trom  whatevei  cause 
a reduction  in  the  amount  ot  money  generally  has  taken 

place.’’ 

Some  idea  of  the  distress  which  ensued  may  be  gathered 
from  the  following  language  employed  by  the  father  of 
English  Radicalism,  Sir  James  Graham,  ot  Netheibw  In  a 
tract  called  Corn  and  Currency,  published  in  182G,  Sir  James 
writes  of  this  novel  currency  legislation  : 

Whether  we  regard  private  debts  or  public  burdens,  the  effect  of  the  measure 
has  been  to  enact  that  for  everj  less  sum  owing  a greater  shall  be  paid  ; prices 
falling,  but  pecuniary  engagements  remaining  undiminished,  the  farmer  has  no 
profit,  the  landlord  no  rent,  the  manufacturer  no  employment ; a revolution  of 
property,  and  a derangement  of  the  whole  frame  of  society,  must  necessarily 
ensue.  ...  It  has  conferred  on  the  fundholder  a benefit  to  the  extent  of  the 
appreciation  of  the  money  which  he  advanced  ; in  many  cases  this  is  equal  to 
35  per  cent.  But  this  rise  of  the  fundlord  is  effected  by  the  rum  of  the  land- 
lord. Estates  which  have  been  held  together  from  generation  to  generation  iii 
the  same  family  are  rapidly  changing  owners,  and  as  the  countiy  gentleman 
retires  the  fundholder  steps  in.  . . . Amidst  the  ruin  of  the  farmer  and  the 
manufacturer,  the  distress  of  landlords,  and  the  insurrection  of  a populace 
without  bread  and  employment,  one  class  flourished  and  nas  triumphant.^  Xhe 
annuitant  and  the  tax-eater  rejoiced  in  the  increased  Aalue  of  montj,  in  the 
sacrifice  of  productive  industry  to  unproductive  wealth,  in  the  victory  of  the 

drones  over  the  bees. 
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In  1832,  commenting  on  the  erer-growing  distiess,  we  find 
Pisra.  li,  in  an  nddi'ess  to  his  constituents,  "h 

position  in  these  words  T.eland  in 

in  doibt,  the  shipowner  in  despair,  ^ t|”e 

the  w ealthy  hoarding  their  useless  capital 
positim:  a continuous  appreciation  ot  gold,  a ' 

Ll  o:  prices  before  the  era  of  “Free  Trade,  or  K.id  ia  - 
Cent,  mporary  with  the  violent  social  conipllcations  in  h 

couniry,  in  France  we  find  des  nouvelles  couches 

fresh  Reign  of  Terror,  while  in  the  great  Republic  ol  the 

AVesiern  Hemisphere,  after  a prolonged  '^1'®'"  " 
seventy,  the  Bank  of  the  United  States,  in  1837, 

:iv  ne;;.  What  were  the  general  currency  oom  iUons  o 

Ihit  period,  and  what  the  general  d rect.on  o ‘ 

reasi  liable  to  conclude  that  the  civilization  ot  the  W e 
at  ,1  at  time,  as  Alison  declares,  in  the  throes  ot 

crisis,  caused  by  a contraction  of  ‘ 

was  oi.lv  averted  by  the  accidenta  f «f  the  . -Iden 

treainre  trove  of  the  New  IVorM  ? Let  us  look  at  the 
evidMice-  The  Brazilian  placer  mines  which,  accou  mg  o 

ih  bold  had  yielded  no  less  than  171  millions  sterling  of 

gll  betiJeen  ItlbO  and  1803,  had  “] 

tirkcd  out,  during  the  early  years  of  tins  century  »' ■ J ‘ 

the  listorian  of  the  precious  metals,  in  his  Ptea t -oib^n 

othir-c’anses  of  sTs 

mrntsTl830,"atd  was  stilt  steadily  shrinking.  “Siip- 
:.so  ■ -1  Hume,  niore  than  a hundred  years  ago,  fou - 
tiftl  iof  all  the  money  in  Britain  to  be  annihilated  m one 
nh'lit  must  not  the  price  of  all  labour  and  commodities  sink 
in°  .r’oportion  ? ” John  Stuart  Mill  states  tl.e 
tbe  ,rv  ” still  more  emphatically  : “ That  an  increase  rf  the 
quantity  of  money  raises  prices,  and  a 
then  is  the  most  elementary  proposition  ■ > 

cm  ‘enev,  and  without  it  we  should  have  no  key  to  m.y  o 
the  otliers”  It  is  then  very  iiiterosting  to  lecoginze  < 
Jacol.,  failing  to  detect  any  equivalent  fall  of  prices  before 
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1831,  was  imich  puzzled,  because,  as  he  thought,  the  facts 
, were  not  in  close  agi*eement  witli  this  accepted  theory  ol 

prices.  And  it  was  reserved  for  Newmarch,  and  a little  later 
for  Professor  Jevons,  to  justify  the  theory  by  showing  that 
the  general  fall  of  prices  during  all  that  period  was  even 
more  than  the  equivalent  of  the  contraction  of  the  currency. 
Between  1809  and  1830  Jevons  shows  that  prices  fell  41  per 
cent.,  while  between  1809  and  1849  (the  year  of  the  great 
' gold  discoveries  in  California),  prices,  he  declares,  had  tallen 

‘nn  the  ratio  of  100  to  41.”  Here  then  we  have  to  guide 
us  the  instance  of  a violent  contraction  of  the  currency, 
waited  iqion  and  even  outstripped  by  a corresponding  col- 
lapse of  prices,  while  during  the  period  immediately  subse- 
quent we  find  the  contraction  of  the  currency  suddenly 
arrested  by  the  new  gold  discoveries  in  California,  and  two 
years  later  in  Australia,  this  currency  expansion  being 
immediately  followed  by  a rapid  rise  of  all  piices,  and  this 
rise  too  taking  place  in  the  very  face  of  the  most  phenomenal 
development  of  labour-saving  machinery,  railway  construc- 
tion, the  abolition  of  restrictive  tariffs,  and  a number  of  other 
causes,  the  obvious  tendency  of  which  must  have  been  to 

lower  all  prices. 

Nearly  three  hundred  years  earlier  the  same  phenomenal 
rise  had  resulted,  and  from  a precisely  shnilar  cause.  Adam 
< Smith  declares  that  after  the  great  silver  veins  of  Potosi 

were  exploited,  between  1570  and  1640,  wheat  rose  from 
two  ounces  of  silver  per  quarter  to  eight  ounces,  say,  fiom 
eight  shillings  to  thirty-two  shillings;  and,  of  this  great  fall 
in  the  value  ot  our  legal  tender  money,  he  writes : 

The  discoTcry  of  the  abundant  mines  of  America  seems  to  have  been  the  sole 
t cause  of  this  diminution  in  the  value  of  silver,  in  proportion  to  that  of  corn. 

It  is  accounted  for  accordingly  in  the  same  manner  by  everybody,  and  there 
never  has  been  any  dispute  either  about  the  fact  or  about  the  cause  ol  it.* 

Writing  also  of  this  great  flow  of  silver  from  Potosi, 
Professor  Cairnes  says  : “ It  rendered  possible  the  remarkable 
" expansion  of  Oriental  trade  which  forms  the  most  striking 

commercial  fact  of  the  age  that  followed,  f 

* Wealth  of  Nations,  vol.  i.,  p.  107. 
f Essays  in  Political  Economy^  p.  110- 
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I similarly  beyond  all  question  the  phenomenal  rise  of 
oetween  1850  and  1875  was  due  to  three  principal 
First,  to  enormous  shipments  of  silver  tvom  the 
. States  between  1850  and  18(52— silv-u-  Avhich  Avas 
expelled  from  the  currency  there  by  the  mass  ot 
■nian  gold  freshly  minted.  Secondly,  to  the  great 
loAV  from  Australia,  240  millions  liaA'ing  been  taken 
liose  river  beds  in  the  tAventy-eight  yea  rs  after  18al ; 
resides  these  two  causes,  there  Avas  stdl  a thiid,  to 
too  little  attention  has  been  draAvn,— the  War  of  the 
don  in  America  in  18(51,  Avith  its  consequent  vast  issue 
lenbacks,  had  exactly  the  same  effect  on  European 
as  a fresh  immense  discoAmry  of  gold.  Duiing  a 
3ars  of  maxima  gold  Hoav  from  the  mines  of  Calilornia, 
1840  to  18(52,  the  United  States  had  not  only  retained 

3 gold  she  produced,  but  had  actually  imported  a furthei 

ce  of  ten  millions  sterling  from  abroad,  but  between 
and  187(5  the  United  States,  luiAung  suspended  specie 
cuts,  had  shed  all  her  gold,  her  nett  gold  exports  to 
le  amounting  during  those  years  to  the  vast  aggregate 
0 millions  sterling.*  In  view  of  these  figures  it  is  not 
ising  that  the  gold  markets  of  Europe,  Irom  18(52  to 
were  remarkably  “ easy,”  and  it  Avas  into  a market 
glutted  Avith  the  gold  of  Ballarat  and  Sacramento  that 
'^a  luckless  borroAver  A'entured,  Avhether  to  add  to  the 
y acres,  to  build  cotton  mills  or  steamships  Avith  borroAved 
al,  or  for  one  purpose  or  another,  to  become  a 
gjger.  Gold  had  become  “cheap,”  through  causes  of 
-y  Avhich  Avere  partly  natural  and  partly  artilicial.  It 
r occurred  to  any  one  borroAving  the  price  of  one  acre, 
horse,  one  ton  of  iron,  the  stipulated  repayment  being 
■red  ten  years,  that  the  obligation  Avas  being  incairred 
iturning  to  the  mortgagee  at  the  expiration  ot  that 
)d,  tAvo  acres,  two  horses,  or  tAvo  tons  ol  iron,  and  all 
use  there  Avas  a legislative  process  about  to  commence,^ 
;h  the  professors  calmly  describe  as  an  “appreciation  ot 
” And  yet  the  fact  remains  that  this  avxis  exactly 
burden  Avhich  cA'ery  man  Avho  contracted  mortgages  or 

Jiiitecl  States  Official  Commerce  and  Navigation  Ketuvns,  1887,  p.  xxm. 
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. other  indebtedness  during  those  years  of  “cheap  gold”  did 
take  upon  himself;  and  that,  further,  this  fall  of  prices  since 
1873  has  lieen  no  natural  fall,  but  has  been  brought  about 
by  legislation,  by  currency  tinkering,  by  the  proscription 
of  silver  money.  If  landlords  have  suffered,  if  mortgagors  of 
every  description  have  suffered  severely  since  1873,  I suggest 
to  everyone  Avhose  liability  takes  date  from  the  period 
betAveen  1850  and  1875  that  the  case  of  an  illustrious 
landlord  knoAvn  to  history  as  the  Khedive  Ismail  is  his 
case  also— the  case  of  every  mortgagor  in  the  British  Isles. 

For  this  is  the  burden  of  Egypt.  Into  the  money  market 
of  Europe,  glutted  by  the  gold  of  Australia  and  by  the  gold 
expelled  by  greenbacks  from  the  currency  of  the  United 
States,  came  Khedive  Ismail  as  a gold  boiioAvei  on  a 
gigantic  scale.  London  anil  Paris  Avere  delighed  to  ac- 
commodate Ilis  Highness,  and  befoie  the  ciedit  of  Lg^pt 
Avas  quite  exhausted  Ismail  had  boiTOAved,  at  enormous  rates 
qI  interest,  more  than  100  millions  sterling.  I his  is  to-day 
the  aggregate  gold  debt  of  Egypt,  and  the  inteiest  of  this 
debt, ^amounting  to  5 millions  of  sovereigns,  lias  to  be  paid 
annually  to  the  bondholders  in  London  and  Paris.  IIoav  is 
this  payment  made?  Clearly,  Egypt  being  an  agiicultuial 
commnnity,  by  exports  of  produce,  Avhich,  Avhen  shipped  to 
Europe,  are  coiiA'crted  into  the  stipulated  soA’ereigns.  iheie 
are,  in  all  Egypt,  slightly  over  5 million  acres  of  cultivated 
land,  so  that  of  the  produce  of  each  acre  of  the  Nile  enough 
must  be  sent  abroad  to  the  bondholder  to  realise  for  him 
a soA’^ereign.  Cotton,  sugar,  beans,  and  AAheat  aie  the  chief 
products.  The  estimated  gross  value  ot  the  agricultural 
produce  of  Egypt  is  said,  uoav,  to  be  35  millions  sterling;  but 
as  the  average  fall  of  prices  in  Egypt  during  the  past  twelve 
years  has  been  no  less  than  50  per  cent.,  the  acreage  under 
cultiAmtion  having  remained  almost  stationary,  the  value  of 
the  gross  product  of  Egypt  in  1876  must  have  been  nearly  or 
quite  70  millions  sterling;  that  is  to  say,  while  at  the  prices 
of  1876,  one-fourteenth  portion  of  the  produce  of  each  acre 
on  the  Nile  had  to  be  paid  to  the  foreign  mortgagees,  at  the 
jn-ices  of  to-day  one-seventh  of  the  produce  of  each  acre 
is  being  extorted  in  payment  ot  the  stipulated  inteiest.  Let 


US  f irther  consider,  that  the  6 millions  of  people  who  faim 
the  Nile  Delta  have  still  to  live — at  least  if  they  have  been 
fort  mate  enough  to  evade  the  bullets  of  our  red-coated 
pro< 'ess-servers— and  it  will  hardly  be  contended  that 
eigUteenpence  per  week,  or  say  £4  per  capita  per  year, 
is  I lore  than  a foir  subsistence  ration  ; yet  this  sum  repi  e- 
sen  s four-sevenths  of  the  whole  produce  of  each  acre. 
Th  -refore,  after  deducting  40  millions  stevlmg  m 1874  tor 
doi  lestic  consumption,  and  similarly  20  millions  m 1888,^  the 
grcss  surplus  remaining  to  the  cultivator  at  the  tormer 
pel  iod  was  £0  per  acre,  but  at  the  latter  only  £3.  Now  £1  per 
aci3  is,  as  we  have  shown,  required  to  pay  the  foreign  bom  - 
holder,  and  a trifle  less  than  £1  to  carry  on  the  Government 
of  Egypt  ill  Egypt;  therefore,  while  at  the  prices  ot  1873,  £4 
pe  ■ acre  per  annum  might  have  been  left  for  the  benefit  of  the 
cu  tivator,  yet  to-dav,  in  consequence  of  the  tall  ot  prices,  that 
£4  has  been  cut  down  to  £1.  Divide  this  sovereign  pm'  acre 
an  oim  the  6 millions  of  the  people,  and  there  remains  for 
sei  d "for  clothing,  and  for  all  savings,  just  seveenteen 
sh  flings  per  annum,  and  a slight  further  tall  of  prices  may 
at  any  time  absorb  this  trifling  balance.  And  yet  we  are 
to’ d,  in  face  of  such  figures  as  these,  that  a nation’s  trade  over 
seas  being  mere  “barter,”  whether  prices  are  high  or  low, 
clc  es  not  matter  one  iota  I Can  anything,  oi i the  contraiy , be 
more  obvious  than  this;  that  unless  prices  recover  Egypt 
m ist  continue  to  be  rack-rented  after  a fashion  which  is  a 
di  ^grace  to  the  English  occupation  ? fl  he  fellaheen  was 
u(  ver  consulted  as  to  the  money  borrowed  on  the  security  of 
their  homesteads,  and  all  they  ever  saw  of  the  many  millions 
of  the  National  Debt  was  just  that  portion^  they  borrowed 
la  ;er  from  the  Greek  contractors  who  had  built  the  palaces, 
a portion  which  bore  interest  charges  varying  from  2 to  6 per 

ant.  per  month. 

And  while  such  is  the  position  of  Egypt  to-day,  the  case 
of  India  is  exactly  similar : as  prices  fall,  so  does  the  annual 
tr  bute  of  India  to  England  increase.  Of  course  the  financial 
C(  ndition  of  the  two  countries  is  entirely  dissimilar ; the 
money  borrowed  for  India  in  England  having  been  most 
ci.refully  expended  on  railways,  on  irrigation,  and  in  develop- 
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ing  the  resources  of  the  country ; while,  on  the  other  hand, 
netirly  the  entire  amount  borrowed  by  Ismail  was  lavished 
on  building  and  decorating  a dozen  royal  palaces  in  Cairo, 
and  in  making  the  mammoth  fortunes  of  financiers,  or  cor- 

tractors  from  the  Levant. 

Is  it  possible  in  this  connection  to  fail  to  notice  that  as  in 
Egypt  so  in  Ireland  : mortgages  were  there  also  contracted 
in  the  cheap,  abundant  gold  of  fifteen  years  since : the  niort- 
gagor  is  subsequently  forced  by  his  creditors  to  collect 
excessive  rents  from  the  cultivator,  and  is  to  be  kicked  out 
as  Ismail  ivas,  when,  prices  having  fallen  one-half,  this 
tribute  has  become  an  impossible  blood-tax.  Ihe  present 
social  disturbances  in  Ireland  are  to  be  chiefly  traced  to 
these  modern  conditions  of  indebtedness  which  have  been 
aggravated  by  an  unparallelled  fall  of  prices  the  direct 
consequence  of  the  outlawry  of  silver  from  the  esteiii 
mints  since  1873. 

As  showing  the  effect  of  the  fall  of  prices  in  inci  easing 
the  burdens  of  National  Debt,  it  Avas  pointed  out  to  Piesident 
Cleveland  in  1885  that  Avhile  the  United  States  debt  liad 
been  reduced  in  tAventy  years  from  600  millions  sterling  to 
260  millions,  yet,  in  consequence  of  the  fall  of  prices^,  the 
obligation  of  the  debt  had  meanAvhile  largely  increased ; at 
the  scale  of  prices  obtaining  in  1863,  18  million  bales  of 
cotton,  or  25  million  tons  of  bar  iron  AV'ould  Iiha'C  redeemed 
the  entire  debt,  whereas  in  1885  30  million  bales  of  cotton, 
or  32  million  tons  of  iron  Avould  have  been  required  to 
redeem  the  tAvo-fifths  of  the  debt  Avhich  remained.  And 
Avho  pa\^  the  interest  and  principal  of  national  debts,  except 
the  Avorking  classes  % The  only  reply  ever^  vouchsafed  to 
this  graphic  statement  of  the  groAA'th  of  debt  is  the  stiangeh 
incomplete  one,  that  labour-saving  machinery  and  other 
inventions  haA^e  since  1863  effected  such  remarkable  econo- 
mies in  the  general  cost  of  production  that  it  requires  at 
present  scarcely  more  hours  of  labour  than  before  to  pay  the 
claim  of  the  bondholder  ! As  if,  forsooth,  it  Avas  the  function 
of  the  legislator  to  hocus  and  contract  the  currency  fiom 
time  to  time,  for  fear  the  bondholder  should  fail  to  wiest 
from  labour  the  entire  social  adA'antage  and  industrial  relief 
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res’  ilting  from  the  discovery  of  mechanical  science,  and  the 
sh(  rter  hours  of  labour  ’which  should  follow  such  develop- 
me  its  ! Professor  Jevons  ’wrote  of  that  natural  rise  of  prices 
’^vh  ch  followed  from  the  great  gold  discoveries  : “ The 
coriitry  maybe  said  to  be  looking  calmly  on,  while  every 
coi  tract,  including  that  of  the  National  Debt,  is  being 
violated  against  the  intention  of  the  contracting  parties”; 
aiKi  how  much  more  applicable  is  this  statement  to  the 
prt  sent  position,  if  it  can  be  shown  that  the  present  fall  of 
pri  ;es  is  the  result  not  of  any  natural  scarcity  of  legal  tender 
money,  but  of  certain  legislation  which  has  contracted  the 
wedern  currencies  by  degrading  silver  from  its  legal  tender 
position.  Previous  to  1873  all  the  silver  and  all  the  gold 
wl:  ich  the  world’s  mines  produced  Avas  permitted  to  flow  into 
tin  mints  of  Europe,  to  be  there  coined  into  legal  tender 
money  of  full  capacity.  Imagine  a pair  of  huge  balaiice- 
les — that  upon  one  was  placed  the  mass  of  commodities 
pi’(  duced  annually,  while  into  the  other  there  was  perpetually 
eir  ptying  through  two  pipes  all  the  gold  and  all  the  silver 
Avl  ich  could  be  discovered.  The  result  was  that  a level  of 
prices  had  been  established,  subjected  only  to  such  moderate 
flu  •tuations  as  would  be  caused  by  local  variations  of  supply 
anl  demand.  If  the  year's  flow  of  silver  chanced  to 
clii  .liiiish,  the  equilibrium  of  prices  might  still  be  maintained 
b-v  an  increased  flow  of  gold,  or  vice  versa.  But  now  observe 
wl  .at  happened  in  1873:  the  pipe  which  brought  silver  into 
th'  i scale  was  then  absolutely  withdrawn,  so  that  for  these 
fif  eeii  years  past — years  of  ever-increasing  leanness — the 
geld  flow  alone  has  continued,  and  meanwhile  even  this 
tributary  to  maintain  prices  has  been  largely  diminished  by 
th?  failure  of  gold  supplies  from  the  mines,  and  by  the 
immensely-increased  area  OAmr  which  that  gold  has  to  be 

Isp  read.  Under  such  circumstances,  as  was  inevitable,  while 

geld  has  risen  rapidly  the  scale  containing  commodities 
has  fallen;  and,  as  Mr.  Giffen  naturally  predicts,  the 
value  of  gold  must  still  coiitinue  to  rise,  the  scale  of 
pr  ces  to  fall.  To  expect,  under  existing  conditions,  any 
stability  for  prices  until  the  silver  conduit  has  been  again 
al  owed  to  flow  as  before,  is  about  as  reasonable  as  to  expect 
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that  twenty-five  inches  of  rainfall  can  do  the  work  of  fifty 
inches.  It  is  most  remarkable  that  a nation  which  accepted 
the  theory  of  Free  Trade,  Avith  all  its  obligations,  should  yet 
have  failed  to  recognize  that  the  leAml  of  prices  is  like  the  leAml 
of  the  sea ; that  this  leAml  must  inevitably  rise  or  fall  as  the 
volume,  not  of  national,  but  of  universal  currency  increases 
or  subsides.  Germany,  in  1873,  deliberately  pitched  into 
the  world’s  market  ten  thousand  tons  of  silver,  intending 
to  sell  it  for  seven  hundred  tt)iis  of  gold.  It  Avas  hoped  to 
eftect  tnis  colossal  exchange  operation  through  the  inter- 
mediary of  the  French  mints,  Avliich,  up  to  that  time,  had 
converted  into  legal  tender  money  all  the  silver  and  all  the 
gold  Avhich  Avas  brought  for  coinage.  France,  hoAA’eAmr,  not 
choosing  to  assist  that  enemy  Avhich  the  moment  before  had 
been  engaged  in  strangling  her,  promptly  closed  her  mints  to 
the  coinage  of  silver.  The  result  has  been  a “ silA'er  question, 
fifteen  years  of  collapsing  prices,  and  such  a condition  of 
affairs  in  the  siU’er  market  that  trade  betAveen  Europe  and 
sil\’er-using  Asia  has  been  coiiA'erted  into  a colo.ssal  gamble, 
each  trader  backing  his  opinion  as  to  the  probability  of  fresh 
monetary  legislaticm — as  to  the  comparatwe  permanence 
of  this  mnml  anti-silver  crusade.  AVe  are  told  by  certain 
Avriters  of  the  laissez-fah'e  school  that  as  this  monetary  morbus 
has  followed  from  legislation  in  Germany,  it  is  no  concern 
of  ours.  It  Avould  be  about  as  reasonable  to  declare  that 
this  country,  of  all  others,  had  no  concern  in  changes  con 
templated  by  German  or  French  engineers  Avhich,  by  sub- 
merging the  Sahara,  Avould  change  the  ocean  le\ml  and 
leave  all  the  harbours  on  our  coast  high  and  dry.  Nor 
ought  Ave  to  forget  that  the  original  departure  from  sound 
cuiTency  conditions  Avas  the  consequence  of  Lord  LiA^erpool’s 
action  in  1816.  It  is,  therefore,  the  status  quo  ante,  1816, 
Avhich  an  international  tribunal  might  most  fairly  recommend. 
To  describe  as  a SA’stem  of  national monometallism  ’ one 

V 

standard  of  A’alue  in  Kent  and  another  in  Sussex  Avould  strike 
most  people  as  a curious  abuse  of  language,  but  such  a 
“ system  ” is  full  of  sAveet  simplicity  compared  Avith  those 
financial  relations  iioaa^  existing  betAveen  the  eastern  and 
Avestern  portions  of  the  British  Empire.  Loans  for  siL’^er- 
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using  India  were  raised  in  gold  in  London  at  a period  when, 
thaaks  to  France,  the  East  and  Europe  being  connected  by 
a I imetallic  bridge,  every  sovereign  of  interest  owed  by 
Inc  ia  could  be  acquitted  by  ten  rupees  ; but  the  bridge  has 
bet  n broken,  the  fixed  ratio  has  been  destroyed  amidst  the 
pla  adits  of  our  numismatic  Neros,  and  if  our  cousins  across 
tin  Atlantic  should  grow  weary  of  well-doing,  and  also  discard 
tilt  ir  legal  tender  silver,  every  mill  in  Manchester  would  be 
closed,  the  rupee  would  fall  towards  six})ence,  and  while 
tilt  National  Debt  of  Egypt  was  repudiated,  the  increasing 
go  d premium  in  countries  such  as  the  Argentine  and  Russia 
we  ulcl  serve  to  fiood  our  markets  with  agricultural  produce 
fro  111  those  countries,  while  our  export  trades  were  contract- 
ing not  to  those  nations  alone,  but  to  China,  India,  and 
elsewhere.  What  a vista  of  cheapness  is  here  afforded! 

But  will  the  United  States  stop  coining  legal  tender  silver  ? 

I think  the  moment  is  approaching  when,  in  self-defence,  she 
must.  Owing  to  a coinage  for  ten  years  past  of  nearly  three 
million  silver  dollars  per  month  (two  millions  at  a gold 
valuation)  there  are  at  present  obvious  symptoms  of  an 
inllation  of  the  currency  of  the  United  States,  and  therefore 
of  a local  rise  of  prices,  which  rise,  being  confined  to  that 
country,  is  checking  her  exports  and  stimulating  her  imports. 
America’s  imports  have  risen  from  445  million  dollars  in  1879 
to  724  millions  in  1888,  a rise  of  62  per  cent,  in  imports, 
w file  her  exports,  which  were  710,439,000  in  1879,  had 
shrunk  to  695,954,507  in  1888.  Should  this  continue,  as 
seams  probable,  America  must  lose  gold  sttsadily.  I have  no 
id  aa  that  a country  so  self-subsistent,  a country  so  begirt  by 
a Chinese  wall  of  tariff  restrictions,  will  consent  to  be 
diainedof  her  gold  currency.  Far  better  that  she  should 
d<  monetize  silver  outright  and  leave  this  Empire,  split  into 
t\m  monetary  hemispheres,  ruinous  appreciation  in  the  gold 
hi  If  disastrous  depreciation  in  the  silver  half,  to  remain 
stowing  in  her  own  juices.  Lives  there  an  economist  so 
insular  in  his  views  as  to  question  that  the  suspension  of 
si  ver  coinage  at  Washington  would  cause  a panic  both  here 
ai  id  ill  India ; and  if  every  economist  is  agreed  up  to  this 
IX  )int,  what  a sea  of  disaster  we  have  ventured  upon  at  the 
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bidding  of  such  as  Lord  Overstone  and  others  to  whom  a 
20  per  cent,  bank  rate  was  as  the  soul  of  trade — an  oppor- 
tunity of  indefinite  enrichment.*  But  just  as 

John  P.  Robinson,  he 
Said  they  don’t  know  it  all 
Down  there  in  Chaldee,*’ 

so,  like  his  metrical  compatriot.  Senator  William  Evarts,  re- 
marked to  one  of  our  representatives  at  the  last  monetary 
conference  in  Paris,  when  the  attitude  of  England  alone  had 
shattered  international  harmony:  “Tell  them  in  England,” 
said  the  astute  Senator  of  Alabaraa-claims  celebrity,  “ that 
this  is  no  funeral  of  Uncle  Sam's,”  a remark  which  the  sub- 
sequent drain  of  British  gold  across  the  Atlantic,  tlie  Irish 
troubles  brought  about  by  the  fiill  of  prices,  not  less  than 
tlie  growing  distress  of  the  Government  of  India,  was 
destined  to  immortalize. 

It  is  obviously  impossible  in  the  pages  of  this  Review  to 
do  much  more  than  draw  attention  to  the  gravity  of  the 
issues  involved  in  the  silver  question.  As  l\Ir.  Goschen 
declared  at  ^Manchester  two  years  since  : “ There  is  not  one 
of  the  many  burning  questions  with  which  Ave  have  to  deal 
which  is  more  difficult  and  at  the  same  time  more  important.” 
Six  out  of  tAvelve  Royal  Commissioners  have  since  then 
affirmed  the  actual  necessity  of  Avhat  is  known  as  “bi- 
metallism the  other  six,  Avhile  questioning  the  policy,  have 
felt  constrained  to  admit  that  bimetallism  by  international 
agreement  is  practicable;  under  these  circumstances  Ave 
may  hope  that  the  House  of  Commons  Avill  support  Mr. 
Henry  Chaplin’s  proposal  to  refer  the  entire  question  to  an 
international  tribunal  composed  of  currency  specialists. 

IMonetary  legislation  and  its  effects  upon  prices  and  upon 
social  progress  must  necessarily  be  as  a sealed  book  to  many 
of  our  busy  legislators.  While  none  are  perhaps  quite  so  be- 
lated as  the  gallant  colonel  of  Mr.  Hoare’s  creation,  still  many 
may  yet  carry  to  Westminster  a Amry  creditable  distrust  of 
their  oAvn  capacity  to  Aveigh  the  eAudence  already  accumu- 

^ See  CroTcer  Letters^  p.  11-9,  voh  3. 
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lai  ed,  whether  for  or  against  bimetallism.  The  justification 
of  an  international  convention  is  to  be  found  not  alone  in 
til } altered  attitude  of  this  country  as  demonstrated  by  the 
re])ort  of  the  Currency  Commissisn,  but  also  in  this — that 
sir  ce  the  sudden  and  violent  change  in  the  status  of  silver 

in  1873  the  world  lias  gone  heavily  and  liinpiiigly.  Before 

• 

1873,  it  is  not  too  much  to  affirm  that  ever}^  mortgagor  m 
England  could  pay  off  his  mortgages,  principal  and  interest, 
ill  silver.  True,  he  did  not  pay  actually  in  silver  or  silver 
nc  tes,  but  for  all  that  silver  was  none  the  less  available  for 
hi ! purposes.  Every  fifteen  and  a half  ounces  of  silver  in 
the  London  market,  coming  whether  from  Nevada,  Mexico, 
or  elsewhere,  could  be  and  was  sent  by  our  mortgagor  to 
Fiance,  to  be  there  coined  and  exchanged  for  an  ounce  of 
g(  Id,  while  since  1873  silver  is  no  more  available  to  pay  off 
ni  )rtgages  than  is  a ton  of  wheat ; the  result  has  been  a 
sc  -amble  for  gold,  so  that  the  value  of  gold  is  advancing  by 
leaps  and  bounds.  It  may,  at  the  first  glance,  seem  remark- 
al  le  that  France  was  able  to  act  thus  as  the  money-changer 
fo  • England — was  able  always  to  give  us  gold  in  return  for 
sil  cer  without  quickly  losing  all  the  gold  cciin  she  had.  But, 
as  a matter  of  fact,  France  also  could  draw  gold  from 
E igland  in  return  for  silver.  As  often  as  silver  tended  to 
btcome  redundant  in  her  currency,  France  shipped  any 
su  rplus  of  silver  she  received  to  the  Eastern  portion  of  our 
E iipire ; and,  as  Bombay  in  the  course  of  trade  sent  wheat, 
cctton,  or  jute  to  London,  Bombay  paid  Paris  for  the  silver, 
in  bills  payable  in  gold  by  the  importing  merchant  in  London. 
T )-day,  for  the  first  time  in  history,  this  exchange  machinery 
is  out  of  gear,  the  fly-wheel  having  stop])cd  when  France 
refused  to  receive  silver  and  exchange  it  for  gold  at  a fixed 
ratio.  By  all  means,  then,  a monetary  convention  to  discuss 
the  preliminaries  whereb}^  machinery  so  important  to  the 
cc  mmonwealth  may  once  more  be  set  in  motion — machinery 
w licli  no  one  nation  can  have  the  control  of. 

In  conclusion,  it  may  be  well  to  consider  shortly  the 
principal  grounds  of  objection  to  bimetallism — to  the  making 
of  both  metals  unlimited  legal  tender  for  the  payment  of  all 
debts.  How,  it  is  asked,  can  the  State  sustain  a ratio,  in  the 
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face  of  probable  fluctuations  of  relative  supply^?  If  the  ratio 
is  fixed  at  1 to  15  or  1 to  20,  still  if  silver  is  produced  more 
cheaply  and  in  greater  abundance,  how,  it  is  said,  can  silver- 
fail  to  clieapen  and  the  ratio  of  value  between  the  metals  to 
widen?  Now  it  is  to  be  remembered  that  the  debts  of  all 
kirrds,  in  Great  Britain  alone,  are  reckoned  at  more  than 
4,000  nrilliotrs  sterliirg,  while  the  annual  output  of  silver  is  only 
some  20  nrillions  sterling.  How  then  is  it  possible,  con.^ider- 
ing  this  vast  oceair  of  indebtedness,  that  the  ratio  fixed 
shoirld  ever  srrccrrnrb,  even  shoirld  this  tiny  metallic  trickle 
from  the  mines  be  srrddenly  and  corrsiderably  increased  ? It 
tire  universal  debtor  is  pernritted  the  option  of  paying  in 
either  rrretal,  his  denrarrd  for  whichever  metal  tended  to 
become  everr  fractionally  the  cheaper  must  surely  sustain  the 
fixed  ratio  mrder  all  conceivable  circrrurstances.  Therefore, 
ireither  could  silver  become  cheaper  than  gold,  nor,  for  a 
sinrilar  reason,  corrld  gold  become  cheaper  than  silver,  and 
thus  the  agreed  ratio  rrrust  always  be  irraintained.  And  if 
the  amount  of  debt  in  Great  Britain  is  not  less  than  4,000 
millions  sterling,  probably  the  aggregate  of  the  universal 
indebtedness  of  the  world  may  amount  to  30,000  millions, 
while  the  value  of  both  the  metals  annually  produced  is  only 
40  millions  ; how  long  then  would  it  be,  under  any  conceiv- 
able fluctuations  of  supply,  before  the  stability  of  a fixed 
ratio  could  be  impaired  ? Of  course  if  there  were  no  such 
debtor  and  creditor  relations,  then  conditions  of  variation  in 
the  production  of  the  metals  are  conceivable  which  might 
wreck  even  an  international  agreement.  But  seeing  that 
since  the  commencement  of  the  century  debts  national  and 
private  have  increased  at  least  ten-fold,  it  must  therefore  be 
just  ten  times  as  easy  to  maintain  a fixed  ratio  to-day  as 
when  when  Ricardo  and  Adam  Smith  had  the  matter  under 
consideration.  If  even  we  admit  that  bimetallism  was  im- 
practicable, or  at  least  unnecessary  in  the  days  of  Locke, 
still  that  is  no  reason  whatever  why  Locke’s  opinion,  tunned 
under  widely  different  conditions,  should  be  permitted  to 
control  our  modern  judgments.  Clearly  the  more  extensive 
the  eredit  relations  of  individuals  and  of  communities,  the 
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loss  the  possibility  of  auy  divergence  of  the  ratio  when  once 

Mr.  Iloare’s  bimetallic  .lialoguo  it  is  decided  that  tlie 
Hxe>  I ratio  is  impracticable,  and  why  ? Because  the  bewilderec 
Cokuel  is  at  one  raoineiit  confronted  with  a new  silver 
mo,  ntain-a  dozen  Potosis  and  Comstocks  all  turned  loose 
at  c nee  in  the  metal  market-so  that  as  A ” assures  linn, 
silv  lias  “ become  as  common  as  paving  stones,’'  and  then, 
bef  .re  the  Coloners  system  has  recovered  fi-om  the  effect  o 
this-  shock,  his  ingenions  ai)pellant  has  oA'erwhehned  him 
fim  lly  beneath  the  weight  of  such  a further  gold  mine  that 
01  r pots  ami  pans  might  be  made  of  gold.”  It  is  wit  i 

anneals  such  as  these,  not  to  the  reasoning  faculty,  but  to 
tin  imagination,  that  the  argument  for  monetaij  reform  is 
to-  lay  confronted.  An  editorial  on  “ bimetallism  is  wantei^ 
for  the  Times;  demand  begets  supply;  and,  lo ! the  ‘ eac  ei 
ap nears,  as  vivid,  as  fervid,  as  valuable,  as  though  fresh  from 
tin  brain  of  the  author  of  King  Solomons  Mines. 

Professor  Francis  Walker,  the  Siiperi.itendent  of  the 
Ui  ited  States  Census,  and  Professor  of  Political  Economy  at 
Ya  le,  when  considering  the  unreality  of  the  monometallic 

arj  piinent,  writes  * 


I : we  look  at  any  treatise  written  from  the  monometallic  point  of  new,  we 
sha  1 lind  tliat  it  is  taken  as  conelusive  against  bimetallism,  that  conditions  o 
sui  ply  and  demand  can  be  assumed  for  the  two  metals  separately,  which  won 
re*  alt  in  the  complete  eN-haustiou  of  the  dearer  metal  and  consequent  loss  of  a 
vir  lie  in  the  bimetallic  scheme.  The  bimetallist  is  confronted  vvith  a series  o 
ad  erse  conditions,  taken  each  at  its  maximum  and  piled  one  above  the  ot  ler 
wihout  the  hast  regard  to  the  modesty  of  nature,  or  the  experience  of  the 
pa  .t,  and  is  then  challenged  to  say  whether  the  system  lie 

L intained  under  such  circumstances.  If  he  is  candid  enough  to  admit  that 
bi- aetallism  would  fail  there,  it  is  taken  for  granted  that  the  whole  question 
db  posed  of.  Now,  human  institutions  are  not  to  be  judged  of,  am  - 

or  disapproved,  by  such  methods.  The  folly  of  reasoning  like  this  would  be 
“ oLc  were  it  applied  to  o.-di„a.,v  political  maltec.  Ko  ay™™„t  on 

ea-th  could  stand  against  one-fourth,  or  one-tenth,  of  the  elements  of  hostility 
wlich  might  conceivably  be  arrayed  against  it.  Mankind  does  not  there  ore, 
re  use  to  form  Governments.  It  would  be  perfectly  legitimate  ground  on  which 
Jo  establish  bimetallism  that  the  French  system,  with  so  little  support  from  other 
Lt  s passed  within  a quarter  of  a century  through  the  three  successive  shocks 


* Money,  Trade  and  Indusfrt/,  p.  173. 
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of  the  gold  discoveries  of  Siberia,  the  gold  discoveries  of  California,  and  the 
gold  discoveries  of  Australia,  and  yet  was  not  brought  to  the  ground. 

But  see  what  followed  the  closing  of  the  French  mints  to  silver,  and  by  the 
consequences  measure  the  force  which  the  bimetallic  system  had  previously 

exerted  in  holding  the  metals  together  : 

The  mean  annual  rate  of  exchange  by  weight  of  silver  had  been  to  one  ounce 
of  gold— in  18G7,  15-57  ounces;  in  1868,  15-GO;  in  1869,  15-60;  in  1^70,  15  o8 
ounces;  in  1871,  1558;  in  1872,  15  63  ounces.  In  1873  (the  year  of  the 
German  anti-silver  legislation)  the  silver  price  of  gold  fell  to  15’92;  in  1874  to 
16-17;  in  1875  to  16  58  ; in  1876  to  17-84;  while  in  July  of  the  latter  year  it 
fell  to  201 7.  Tlie  two  metals  had  for  seventy-live  years  been  held  togetlier  by 
a tie  wliich  did  not  allow  even  the  floods  of  Californian  and  Australian  gold, 
unprecedented  in  the  history  of  the  world,  to  move  the  silver  price  of  gold 
permanently  more  than  li  points  in  100,  which  did  not  permit  their  relative 
value  to  change  greatlv  between  the  time  when  three  dollars  in  siher  nas  pio- 
duced  to  one  dollar  in  gold,  and  the  time  when  one  dollar  in  gold  was  produced 
to  a quarter  of  a dollar  in  silver.  Yet  no  sooner  was  the  tie  snapped,  this  purely 
leyal  arrangement  broken  up,  than  gold  and  silver  rushed  apart  with  a violence 
which,  in  three  years,  caused  a maximum  variation  of  1 in  4.  In  the  face  of 
such  facts  the  nionometallists  of  this  country  (America)  have  insisted  that 
law  was  perfectly  impotent  to  affect  the  value  of  the  money  metals,  that  the 
change  in  the  silver  price  of  gold  from  15-63  in  1873  to  2U-17  in  July  1876,  was 
due  to  natural  and  commercial  causes,  that  the  traditional  relation  of  the  two 
metals  which  liad  borne  the  Siberian,  Californian,  and  Australian  gold  dis- 
coveries with  so  little  of  immediate  shock  and  permanent  change,  had  given 
way  at  last  under  the  yield  of  the  silver  mines  of  Nevada. 


But  while  the  cumparisoii  of  the  tiny  animal  additions  to 
the  currency  with  the  mass  of  indebtedness  is  probably  of 
itself  evidence  enough  to  satisfy  an  intelligent  and  disin- 
terested person  of  the  practicability  of  a fixed  latio,  and  it 
is  well  to  notice  that  it  did  so  satisfy  every  member  of  the 
recent  Currency  Commission,  still,  let  us  admit  that,  as  a 
matter  of  mere  theory,  this  demonstration  still  falls  short  of 
scientific  completeness.  Let  us,  therefore,  go  further  and 
show  why  the  theory  of  the  fixed  ratio  is  probably  an  exact 
scientific  truth ; and  if  the  hypothesis  I am  about  to  suggest 
is  correct,  then  the  objections  to  bimetallism  of  every  uniter 

Ricardo,  Jevons,  and  others— will  be  found  to  have 

followed  from  a false  premiss  which  modern  statistical  re- 
searches are  helping  to  expose  day  by  day.  Ihe  economic 
objection  hitherto  to  bimetallism  may  be  summed  up  shortly. 
The  original  money  (pecunui)  of  the  ancients  was  cattle 
(pecus).  Now  if  it  is  possible  to  rate  silver  and  gold  as 

(1)994)  ^ ^ 
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join:ly  legal  tender  1 to  15|,  why  would  it  not  be  possible  to 
establish  a fixed  ratio  of  1 to  2,  between  the  values  of  cattle 
and  sheep  ? Could  the  State,  it  is  asked,  keep  this  latter 
ratii ) steady  ; and  if  not,  why  not  We  must  at  once  admit 

thal  no  fiat  of  the  State  could  establish  any  such  ratio 
bet''  i^een  cattle  and  sheep.  It  costs  more  in  time,  in  labour, 
and  in  land  to  rear  one  ox  than  two  sheep  ; therefore,  if  any 
sun  i ratio  was  declared  the  cattle  industry  would  at  once  be  ^ 

abaadoned,  since  everybody  would  find  it  more  profitable  to 
pro  luce  sheep.  And  it  has  been  assumed  far  too  hastily 
tha : the  cost  of  producing  silver  and  gold  similarly  controls 
the  price  of  the  metals ; that  the  ratio  of  value  betweeu 
siher  and  gold,  which  is  to-day  as  1 to  22,  demonstrates  that  '> 
itii;  twenty-two  times  as  costly  to  produce  gold  as  silver; 
anc.  that  should  the  State  fix  any  such  ratio  as  1 to  15^  the 
res  jlt  would  be  to  make  gold  mining  unprofitable  and  silver 
mil  ing  so  excessively  profitable,  that  the  gold  mines  having 
be(  n deserted,  everyone  would  compete  and  produce  such 
ma  5ses  of  silver  that  the  world’s  currencies  would  be  inflated,  ^ 

priies  would  rise  fast— just  as  they  did  after  Potosi— and 
bankers  and  mortgagees  would  find  their  hold  on  the  assets 
of  the  community  most  unfairly  relaxed  by  the  operation  of 
bimetallism.  Now  there  has  never  been  at  the  back  of  tins 
cost  of  production  theory  one  tittle  of  evidence  ; it  is  just  a ^ 

bo  )kish  and  somewhat  showy  theory,  dear  to  the  elder  pro- 
fessors who  would  find  their  dogmas  destroyed  if  any  such 
ele  ment  as  human  passion  was  permitted  to  enter  the  dreary 
douain  of  economic  calculations.  To  the  Professor  nothing 
ca  1 be  more  impossible  than  the  existence  of  roulette  tables 
at  Monte  Carlo.  It  is  impossible,  says  the  Professor,  that 
pe  3ple  can  play  a game  where,  even  without  including  the 
va  lue  of  the  player’s  time,  the  odds  are  against  him  in  the 
ra  io  of  36  to  37.  Political  economy  forbids  the  supposition 
th;  it  humanity  could  be  so  foolish ; men  will  stop  playing. 

They  must  already  have  discovered  their  folly,  therefore 
th'jre  are  really  no  gambling  tables  at  Monte  Carlo  to-day. 

Q.  E.D. 

And  if  evidence  can  be  produced  to  show  that  it  is  also 
th } gambling  propensity  in  human  nature  which  leads  men 
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to  search  for  mines,  and  that  it  really  costs  several  dollars  to 
produce  either  the  dollar’s  worth  of  silver  or  a dollar’s  worth 
of  gold,  then  the  objection  to  a fixed  ratio  and  to  the  legal 
tender  of  the  two  metals  at  once  breaks  down.  For  it  is 
evident  that  if  mining  is  an  industry  which,  under  existing 
circumstances,  leads  to  the  impoverishment  of  thousands  to 
make  here  and  there  one  rich  man,  then  any  fixed  rarto 
between,  say,  I to  10  and  1 to  25,  will  not  necessarily  dis- 
courage the  goldseeker  against  whom  the  odds  are  already 
more  than  3 to  I.  In  his  annual  report  to  the  Secretary  of 
the  Treasury,  Mr.  Kimball,  the  Director  of  the  United  States 
Mint,  deals  severely  with  some  extraordinary  tables  of  the 
cost  of  producing  silver  in  the  States,  which  were  suppned 
to  the  Currency  Commission  by  Professor  Austen  of  oui  Mint. 
Mr.  Kim  ball  writes  : 

Estimated  as  in  the  case  of  any  other  staple,  the  cost  of  silver  is  believed  by 
most  men  acquainted  with  our  mineral  industries  to  be  some  multiple  of  its 
value.  While  a few  ventures  yield  a rich  profit,  a majority  of  gold  and  silver 
ventures  fail  to  pay  any  interest  on  outlay,  though  in  the  aggregate  contributing 
the  larger  part  of  the  silver  produced  in  the  world.  Tliis  is  a curious  fact,  and 
due  mainly  to  the  fascination  which  the  search  for  the  precioue  metals  has  for  a 
large  class  in  all  countries  where  a few  examples  of  successful  operations  are  to 
be  found.  I may  take  some  occasion  to  follow  out  the  methods  of  Professor 
Austen,  whereby  he  has  reached  so  false  a conclusion.  I allude  to  his  assumption 
of  cost  of  production,  aud  to  the  arbitrary  way  in  which  he  has  excluded  all  but 
successful  ventures.  If  the  silver  market  had  alone  the  product  of  these  to 
depend  upon  it  would  be  in  sad  straits  indeed. 

If  during  the  palmy  days  of  tbo  Californian  gold  mines 
tbe  industry  was  yet  unprofitable,  it  will  be  acknowledged 
that  there  is  little  virtue  in  the  “ cost  of  production  ” theory. 
Del  Mar,  a member  of  the  United  States  Monetary  Commis- 
sion of  1876,  spent  many  months  in  California  collecting  the 
statistics  of  gross  production  of  gold,  and  of  the  wages 
paid  to  miners.  He  subsequently  pubhshed  the  following 

table  : — * 


* IltsLory  of  Precious  Metals^  p.  262. 
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Yea  *. 

No.  miners 
employed. 

Local  price  of  man’s 
labour  per  day. 

Total  wages  for 
year  of  300  days. 

Total  product  of 
gold  at  mint  value. 

\ 

1853 

140,000 

In  Shillings. 
28 

£ 

67,200,000 

£ 

13,000,000 

185o 

150,000 

24 

54,000,000 

12,000,000 

1851. 

1 160,000 

20 

48,000,000 

11,000,000 

185C 

150,000 

16 

36,<)00,000 

11,000,000 

[n  1874,  the  last  year  covered  by  Del  Mar’s  inquiry,  there 
wei  e more  than  thirty  thousand  labourers  directly  engaged 
in  ' he  gold  mines  of  California ; the  price  of  wages  had 
fall  m to  ten  shillings  a day,  at  which  rate  the  gold  product 
to  have  covered  cost  of  labour  Avoidd  require  to  be  4|- 
mil  ions,  whereas  it  was  less  [than  3 millions.  If,  further,  to 
the  4^  millions  of  cost  of  labour  there  was  added  the  entire 
expenditure  on  machinery,  road  making  to  mines,  also 
int(  rest  on  capital  invested  in  the  purchase  of  mines,  what 
a c Dmmentary  on  the  anri  sacra  fames  would  be  afforded. 
Frc  m California  let  us  noAV  turn  to  Australia.  The  Australian 
Commission  on  mines  in  1854  gare  the  monthly  average 
production  of  gold  per  miner  at  one  and  a half  ounces 
(£^  12«.),  whereas  Jevons,*  who  had  visited  Victoria,  pur- 
sui  ig  an  independent  investigation  not  connected  with  the 
cost  of  producing  gold — a theory  which  he  never  knew  he 
wa  3 breaking  down — declares  that  at  that  very  time  miners 
we:e  receiving  £13  2s.  per  month,  and  general  labourers 
mere  than  £20  per  month. 

I remember,  in  1879,  visiting  the  town  of  Leadville  in 
Co  orado.  The  jDreAnous  year  very  great  deposits  of  silver 
caibonates  had  been  found  there,  so  that  as  by  magic  a 
to\m  of  forty  thousand  people  had  made  its  appiearance 
almost  aboAm  timber  line  on  the  summit  of  the  Rocky  Moun- 
tai  IS.  Here  is  the  instance  of  a toAvn  created  solely  for  the 
loc  il  silver-mining  industry ; railways  built,  miracles  of 
engineering  and  expense,  to  carry  doAvn  tlie  mineral.  But 
jus  as  many  mining  toAvns  have  been  abandoned,  Leadville 

* Invcsflffafions  of  Curreiuu/  anJ  Finance,  ]■).  112. 
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to-day  has  probably  lost  half  its  former  population,  and  if 
total  expenditure  in  wages,  buildings,  roads,  mining  sha  , 
smelters,  and  fuel;  horses  and  mules,  &c., could  be  nompaie 
with  the  value  of  the  carbonates  produced,  there  is  no  ipu 
as  to  which  way  the  balance  would  incline ; and  yet  this 
camp  was  for  a time  said  to  be  the  richest  ever  known  lu 
America  The  “ little  Pittsburg  ” mine  Avas  declared  to 
producing  silver  at  the  rate  of  a shilling  an  ounce ; perhaps 
it  Avas,  but  how  far  would  its  output  go  to  pay  the  wages  of 
the  twenty  or  thirty  thousand  men  Avho  were  engaged  in 
sinking  other  shafts  by  the  hundred,  many  of  Avliich  never 
disclosed  an  ounce  of  ore  ^ I believe  it  is  no  exaggeration 
to  write  that  at  the  very  time  the  great  Comstock  lode  vms 
producing  silver  most  largely  and  cheaply,  and  teinhed 
economists  Avere  everyAvhere  Avriting  of  the  inevitable  coming 
depreciation  of  silver,  never  was  the  universal  cost  of  pro- 
ducing the  silver  ounce  so  high  ; for,  excited  by  the  tales  o 
this  remarkable  treasure  chamber,  every  state  and  tern  ory 
within  a thousand  miles  of  Nevada  shared  the  mining  fever  ; 
tens  of  thousands  of  men  sold  their  homesteads,  deserted 
productive  industries,  and  flocked  into  the  mountains,  on  y 
to  return  after  a short  but  costly  experience,  “ stone  broke. 

It  is  the  fasliion  to  talk  of  the  Comstock  as  a silver  mine, 
and  the  Comstock  is  perpetually  referred  to  as  the  especia 
cause  of  the  disturbance  of  the  ratio.  This  is  a convenient 
theory,  no  doubt ; but,  as  a matter  of  fact,  nearly  40  per 
cent,  of  the  entire  yield  of  this  “ silver  mine  ” Avas  gold. 

The  output  of  silver  to-day  in  America  may  be  reckoned 
at  ten  millions  sterling,  when  refined  and  on  the  New  York 
market ; western  Avages  this,  for  105,000  men ; and  ess  t lan 
tAvo-thirds  the  value  of  the  eggs  laid  yearly  by  American 
hens.  I wonder  Avhat  the  balance  of  loss  is  on  this^  trans- 
action, when  not  only  the  miners’  Avages  have  been  paid,  and 
interest  on  capital  outlay,  but  also  the  labour  of  all  the 
crowd  of  “prospectors”  has  been  allowed  for,  together  Avith 
all  freight  charges  by  road  and  rail,  the  cost  of  smelters, 
quartz-crushers,  and  other  plant.  I noticed  lecent  y tie 
account  of  tbe  sale  of  the  Suti-o  Tunnel  under  foreclosure, 
for  not  a fifth  part  of  its  original  cost ; here  was  another 
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scliei  le  which  was  to  enable  the  richest  mine  in  the  world  to 
prod  ice  silver  at  “frying-pan”  prices.  Take  again  the  list 
in  the  Economist  of  silver  and  gold  mines,  the  list,  that  is, 
not  ( f the  “ wild  cats  ” but  of  the  most  genuine  mines  in  the 
mining  market,  the  mines  permitted  a Stock  Exchange 
quot  ition.  And  yet  during  the  most  speculative  periods  the 
sum  of  the  amounts  paid  up  per  share  both  in  gold  and 
silver  mining  companies,  is  always  greater  tlian  the  sum  of 
the  i elling  price  of  those  shares  ; economically  considered,  it 
is  an  least  unreasonable  that  the  educated,  cold-blooded 
British  investor  should  invest  in  a concern  which  all 
experience  goes  to  assure  him  will  involve  loss,  as  that 
a fijld  hand  should  abandon  twenty-five  dollars  a month 
and  mpoverish  himself  in  pursuit  of  an  impossible  El  Dorado. 
And  it  was  probably  always  thus;  Jacob,  the  historian  of  the 
precious  metals,  estimates  that  at  the  time  of  Christ’s  nativity 
ther  3 were  current  in  the  Roman  Empire  328  millions  steiling 
of  n letallic  money ; that  at  the  commencement  of  the  ninth 
century  this  mass  had  shrunk  to  33  millions  only,  and  why? 
Because  for  eight  hundred  years  the  Romans  had  enslaved 
no  conquered  nations,  and  forced  them  as  at  the  earlier 
period  to  work  in  the  mines.  No  doubt,  then  as  now,  the 
phil  isophers  and  “ gold  bugs  ” of  the  Eternal  City  argued 
that  prices  were  falling  not  because  the  cuivency  was  con- 
tracting,  but  because  of  the  activity  of  the  inventive  genius. 

] n vieAv  of  the  statistical  returns  of  the  cost  of  producing 
the  metals,  how  ridiculous  does  the  argument  appear  that 
America  favours  bimetallism  or  favours  silver  money  because 
she  is  a silver-producing  country.  I can  imagine  on  the 
con  rary  a nation  so  remarkable  for  intelligence  saying,  “ It 
is  q lite  true  we  have  vast  deposits  of  the  precious  metals ; 
but  as  all  experience  goes  to  show  that  our  citizens  Avill  be 
far  nore  productively  employed  in  any  other  industry  rather 
tha]i  in  mining,  and  as  mining  brings  in  its  wake  violent 
pric  3 disturbances,  the  unrest  of  our  people,  a vast  increase 
of  c -ime  and  violence,  as  well  as  the  defacement  of  nature, 
we  lave  forbidden,  by  Act  of  Congress,  the  exploiting  of  our 
miii3rals.”  This  would  be  an  intelligible  position  to  assume; 
but  the  suggestion  that  a nation  which  is  pioducing  an 
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animal  wealth  aggregate  of  2,000  milHons  sterling  a year,^ 
10  millions  of  which,  or  one  half  of  1 per  cent.,  is  silver, 
should  favour  silver  money  for  the  sake  of  a local  industry 
of  all  the  most  demoralising  and  unprofitable— this  does 
indeed  appear  so  random  a suggestion  as  in  itself  to  consti- 
tute a confession  either  of  ignorance  or  weakness.t 

On  the  other  hand,  although  the  production  of  the 
precious  metals  is  doubtless  nationally  unprofitable,  yet  it  is 
quite  clear  that  metallic  money  is  a machinery  of  vast  con- 
sequence to  modern  progress.  As  Wolowski  has  Avell  said, 

“ Of  all  human  agencies  money  is  that  one  which  costs  the 
least  for  the  work  it  performs.”  And  if  America  is  content 
to  supply  us  Avith  gold  and  Avith  siB^er,  in  defiance  of  all  the 
postulates  of  political  economy,  Ave  should  profit  by  the 
advice  not  to  “ look  a gift  horse  in  the  mouth.” 

As  the  economic  difficulty  in  the  Avay  of  fixing  a ratio 
stands  by  or  falls  Avith  this  “ cost  of  production  controlling 
values”  theory,  it  is  unfortunate  that  the  Royal  Commission, 
while  agreeing  that  an  international  fixed  ratio  could  be 
maintained,  did  not  deem  it  Avorth  while  to  publish  the  data 
bv  AA^hich  they  had  come  to  this  all  important  conclusion. 
Enough,  hoAA^CA'er,  to  say  that  if  monometallism  stands  oi 
falls  Avith  the  negation  of  the  ratio  on  such  grounds,  then 
this  absurd  “system”  of  an  academic  metrology,  built  up 
with  bogus  statistics  and  exploded  theories,  is  about  as 
scientific  as  astrology,  as  valuable  as  the  theory  of  a fourth 

dimension. 

As  to  the  question  of  A^ariations  of  latio,  Del  Mar 
AAwites : — | 

It  lias  been  asserted  that  the  value  of  silver  to  gold  has  continually  fallen 
since  the  Christian  era.  ^fo  proof  has  been  offered  in  support  of  this  assertion 

* Atkinson’s  Distribution  of  Products. 

f I remember  being  assured  by  a Californian,  that  if  from  the  value  of  the 
gold  produced  in  that  State  the  value  of  the  timber  destroyed  for  fuel  in  the 
smelters,  for  piling,  and  bridging  and  fluming  were  deducted,  together  with  the 
aggregate  of  the  injury  done  to  the  land,  the  river  beds,  and  the  harbours  by 
the  silt  from  hydraulic  sluices,  there  would  remuin  almost  nothing.  Of  course 
this  very  suggestive  statement  is  much  exaggerated,  but  I believe  the  legislature 

has  since  stopped  sluicing. 

Money  and  Civilization. 
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and  ni  me  can  be,  for  none  exists.  Indeed,  it  is  so  far  from  being  true  that  the 
value  )f  silver  rose  from  14^  in  the  time  of  Theodosius  to  in  the  time  of 
Maho  uet,  and  from  9 in  that  of  King  Stephen  to  1 (equal  to  gold)  m that  of 
Philip  of  Valois.  It  was  the  poverty  of  Spain  in  1688,  and  the  ignorance  of 
Germi  ny  in  1873,  that  lowered  the  value  of  silver  upon  the  only  two  great 
occasi  ms  when  it  fell  at  all.  From  the  fourth  to  the  fifteenth  century  of  the 
Christ  ian  era,  the  general  tendency  of  silver  to  gold  was  upward. 

liere  is,  however,  one  interesting  exception  to  be  taken 
to  tt  is  statement.  To  find  anything  approaching  to  the  rapid 
divergence  in  the  ratio  between  gold  and  silver  wliich  has 
mad  3 the  fifteen  years  so  memorable,  and  which  the  Currency 
Con  missioners  unanimously  agree  has  been  brought  about 
by  the  German  legislation  in  1873,  we  have  to  go  back  to  the 
thin  eenth  century.  In  1262,  Professor  Thorold  Rogers  shows 
that  gold  exchanged  for  silver  at  1 to  9^,  while  in  1292  it 
was  at  1 to  12|.  And  what  caused  this  rapid  variation 
duri  iig  a period  of  only  thirty  years  ? Increased  supplies  of 
silvn,  diminished  output  of  gold?  Not  at  all.  Ihe  fact 
app  jars  to  be  that  just  as  Germany  six  hundred  years  later,  so 
Vei  ice,  at  that  time  the  leading  trading  community  of  Europe, 
had  suddenly  in  place  of  her  silver  taken  to  herself  a gold 
cun  ency,  and  further,  that  her  example  had  been  followed  by 
the  minting  of  gold  pieces  in  Hungary  and  at  Brescia  and 
Flo ’ence.  Just  as  from  1873  to  1888,  so  between  1262  and 
129  2 there  occurred  a most  mischievous  dislocation  in  the 
“par  of  exchange,”  because  of  changes  in  monetary  law. 

[t  remains,  finally  to  consider  the  forces  which  are  now 
tak  ng  close  order  to  oppose  the  readmission  of  silver  to  the 
woild’s  mints.  What  class  was  it  which  fought  Free  Trade 
in  3orn^  The  landlords.  What  class  is  it  which,  havhig 
thrmgh  this  modern  process  of  “appreciation”  well-nigh 
absDi-bed  the  landed  interest,  will  now  oppose  Free  Trade  in 
cur  -ency — the  abolition  of  the  monopoly  attaching  to  gold  ? 
Cle  irly  the  banking  interest  which,  owning  the  greater  part 
of  ill  the  gold  in  the  land,  has  waxed  exceeding  rich  by 
rea  ion  of  legislation  which  has  kept  the  volume  of  money 
lim  ted  and  even  diminishing,  thus  raising  the  present  value 

of  Ibe  gold  loaned  iu  the  past. 

From  the  bankers  of  Great  Britain  the  supporters  of 
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silver  need  expect  no  quarter ; any  increase  of  the  volume 
money  in  the  hands  of  the  community  must  dimmish  the 
pressure  of  the  community  upon  the  parlours  of  the  banks 
The  narrower  the  currency  basis,  the  more  penlously  elevated 
must  be  that  profitable  credit  superstructure  which  is  at  once 
the  glory  of  modern  banking  and  the  teiTor  of  modern  com- 
merce. “Never  mind  silver,”  says  the  bankers;  “^e  wi 
increase  our  credit  instruments.”  The  Board  of^  Trade 
Returns  show  that  from  1858  to  1876  the  excess  of  imports 
of  gold  over  exports  was  over  86  millions  sterling;  that 
between  1877  and  1887  there  was  an  excess  of  exports  of 
gold  over  imports  of  nearly  55  millions  sterling,  to  leaise 
the  rate  at  which  the  currency  is  contracting,  there  is  to  be 
added  also  the  daily  abstraction  of  gold  from  currency  repre- 
sented by  the  melting  up  of  sovereigns  for  manufacture. 
Judging  from  the  known  absorption  for  this  pui-pose  in  the 
United  States,  this  further  drain  upon  the  cuiTency  probably 

amounts  to  2 millions  sterling  a year. 

The  more  rapid  the  developments  of  banking  and  credit, 

the  more  frequent  the  banker’s  turn-over  of  his  stock-in- 
trade.  If  modern  credit  instruments  avail  to  do  their  work 
much  more  quickly  than  before,  the  banber  can  lend  each 
sovereign  much  more  often  than  before.  To  turn  over  a 
bank  capital  six  times  a year  at  4 per  cent,  is  clearly  more 
profitable  than  to  turn  over  that  capital  three  times  a year 
at  5 per  cent.  Bankers  are  not  attracted  to  the  City  by 
motives  of  philanthropy ; they  are  there  to  make  mony . 
It  would  be  ridiculous,  then,  to  expect  them  to  assist  legisla- 
tion which,  by  increasing  the  volume  of  money  m the  country 
and  in  the  world,  would,  pari  passu,  dimmish  the  volume  o 

their  business. 

I have  analysed  the  returns  of  111  English  banks,  the 
statements  of  which  were  published  in  the  Economist  ot 
October  20th.  The  return  is  almost  a complete  one,  mily 
four  small  banks  having  failed  to  make  statements.  Ihe 
analysis  shows  the  following  results:— 
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NuBiberof  Banks. 

Paid-up  Capital. 

Dividends  Declared. 

12 

5,362,000 

1 

20  p.c.  and  upwards. 

19 

9,429,000 

15  „ 

46 

14,972,000 

10  » M 

30 

6,516,000 

Between  5 and  10  p.c. 

4 

544,000 

Pay  less  than  5 p.c. 

111 

36,823,000 

r this  table  may  be  added  the  Bank  of  England,  with 
14i  millions  of  capital,  and  a dividend  of  9|  per  cent.  On 
sucl  a scale  are  the  profits  of  this  particular  class  of  middle- 
men , and  such  is  one  aspect  of  the  “ appreciation  of  gold.” 
Proi  its,  did  I say  ! The  above  returns  are  of  dividends  ; the 
prof  ts  are  immensely  greater.  One  London  bank,  which,  on 
a piiid-np  capital  of  £600,000,  declared  a dividend  of  only 
15  ];  er  cent.,  showed  for  the  year  a clear  balance  of  profit  of 
£28  3,000,  or  more  than  47  per  cent. ! of  which  mighty  incre- 
ment  £150,000  went  to  the  reserve  fund. 

] f the  last  word  has  been  really  said — if  the  legislation 
whi(  ;h  has  made  these  profits  possible  is  indeed  final — then  it 
is  U3t  surprising  that,  as  Sir  James  Graham  wrote  in  1826, 
“ es'  ates  which  have  been  held  together  from  generation  to 
generation  are  rapidly  changing  owners,  and  as  the  landlord 

retii  es  the  fundlord  steps  in.” 

But  the  world  is  now  the  theatre  of  two  great  and 
mut  aally  destructive  movements : The  one  Democratic  and 
Natonal,  the  other  Monopolist  and  Cosmopolitan.  The 
Dell  locratic  assertion  has  been  well  stated  in  America  as  “ a 
Go\  ernment  of  the  people,  by  the  people,  for  the  people.’ 
Vol  aire,  on  the  other  hand,  has  declared  that  “ the  art  of 
Government  is  to  make  two-thirds  of  a nation  pay  all  it 
posGbly  can  for  the  benefit  of  the  other  third.”  But  it 
rem  dns  for  some  more  modern  satirist  to  show  how,  for 
Eur  )pe,  in  the  nineteenth  century,  was  reserved  that  system 
whi  ;h  may  be  properly  described  as  “ a Government  of  the 

ban  cers,  for  the  bankers,  by  the  bankers.” 

Moreton  Frewen. 


0 


n 


V 


' / 


4 


> 


\ 


BIMETALLIC  LEAGUE. 


“The  object  of  the  League  is  to  urge  upon  the  British  GoTeniment 
the  necessity  of  co-operating  with  other  leading  Nations  for  the 
establishment  by  International  Agreement,  of  the  free  coinage  of  Gold 
and  Silver,  at  a fixed  ratio/’ 


President. 

HENEY  H.  GIBBS. 

Chairman  of  General  Council. 
H,  R.  GRENFELL. 

Vice-Presidents. 


The  Duke  of  Abercorn. 

The  Marquis  of  Abergavenny,  K.G. 
John  Addison,  Q.C.,  M.P, 

George  W.  Allen,  C.I.E. 

Sir  James  Allport. 

Lord  Basing. 

Gerald  W.  Balfour,  M.P. 

Sir  Thomas  S.  Bazley,  Bart, 

J.  Bazley-White,  M.P. 

William  W.  B.  Beach,  M.P. 

William  J.  Beadel,  M.P. 

The  Duke  of  Beaufort,  K.G. 

Gilbert  Beith. 

Lord  Henry  Bentinck,  M.P. 

Lord  Charles  Beresford.  C.B. 

The  Right  Hon.  G.  A.  Cavendish 
Bentinck,  M.P. 

G.  H.  Bond,  M.P. 

Col.  The  Hon.  F.  C.  Bridgeman,  M.P. 
Lord  Henry  Brudenell-Bruce,  M.P. 
Rev.  H.  F.  Burnaby,  M.A. 

Alfred  L.  Cohen. 

Sir  G.  Campbell,  M.P.,  K.C.S.I., 
D.C.L. 

The  Marquis  of  Carmarthen,  M.P. 
Lord  Castletown. 

Right  Hon.  Henry  Chaplin,  M.P. 
Lieut. -General  Sir  Andrew  Clarke, 
G.C.M.G.,  C.B.,  C.I.E. 


Admiral  Sir  J.  E.  Commerell,  K.C.B. 
A.  L.  Cameron  Corbett,  M.P, 

J.  Corbett,  M.P. 

F.  S.  W.  Cornwallis,  M.P. 

Alderman  Cotton. 

Joseph  Cowen. 

The  Earl  of  Crawford  and  Balcarres, 
LL.D.,  F.R.S. 

E.  S.  W.  DeCobain,  M.P. 

Sir  H.  F.  de  Traiford,  Bart. 

Baron  Dimsdale,  M.P, 

The  Earl  of  Ellesmere. 

Lord  Elcho,  M.P. 

Sir  J.  Whittaker  Ellis,  Bart.,  M.P. 

R.  L.  Everett. 

The  Marquis  of  Exeter. 

Sir  A.  Orr-Ewing,  Bart.,  M.P. 

Hon.  Algernon  Egerton. 

Hon.  A.  J.  F.  Egerton,  M.P. 

The  Earl  of  Feversham. 

The  Earl  Fortescue. 

Sir  Charles  Forster,  Bart.,  M.P. 
Thomas  Fielden,  M.P. 

G.  H.  Finch,  M.P. 

Professor  H.  S.  Foxwell,  M.A. 
Moreton  Frewen, 

Hon.  J.  S.  Gathorne-Hardy,  M.P. 
Lord  Gerard. 

Sir  Lepel  H.  Griffin,  K.C.S.I. 
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The  I [arquis  of  Granby,  M.P. 

C.  W Gray,  M.P. 

Professor  E.  C.  K.  Goimer,  M.A. 

Sir  E Iward  Green,  Bart.,  AI.P. 

H.  R.  Grenfell. 

W.  U . Grenfell. 

James  Guthrie. 

Sir  H jury  A.  Hoare,  Bart. 

Lord  Jlaud  J.  Hamilton. 

Lord  F.  Hamilton. 

Frant  Hardcastle,  M.P. 

Sir  H ictor  M.  Hay. 

A.  Ri  ymond  Heath,  M.P. 

Right  Hon.  E.  Heneage,  M.P. 

Alfrc).  Hickman. 

A.  St  a eiey  Hill,  M.P. 

Samu  il  Hoare,  M.P, 

Sir  T C.  Hope,  K.C.S.L,  C.T.E. 

Sir  . H.  Houldsworth,  Bart.,  M.P. 
Isaac  Hoyle,  M.P. 

Henr  H.  Howorth,  M.P, 

Geoi’i  e Howell,  M.P. 

F.  Se, -ger  Hunt,  M.P, 

Sir  G lyer  Hunter,  M.P.,  K.C.M.G. 

J.  He  iniker  Heaton,  M.P. 

W.  Jj  cks. 

A.  W ?ston  Jarvis,  M.P. 

A.  Jo  instone-Douglas. 

J.  Joj  dan,  M.P. 

Lieut. -General  R.  H.  Keatinge,  V.C., 
G.S  I. 

H.  Kj  latchbull-Hiigessen,  M.P. 

Sir  Rj  inald  Kniglitley,  Bart.,  M.P. 

J.  Bo  d Kinnear. 

The  Marquis  of  Londonderry,  K.G. 
Edwa 'd  Langley. 

Sir  E Imund  A.  H,  Lechmere,  Bart., 
M.  \ 

Elliot  J Lees,  M.P. 

The  1 uke  of  Leinster. 

Sir  R tpcr  Lethbridge,  M.P.,  C.I.E. 
Evan  W.  Llewellyn,  M.P. 

Franl  Lockwood,  Q..C.,  M.P, 

Sir  A (red  Lyall,  K.C.B.,  K.C.I.E. 

J.  C.  uawrance,  M.P. 

Leonard  Lyell,  M.P. 

The  Duke  of  Manchester,  K.P. 

John  Win.  Maclure,  M.P. 

Right  Hon.  Sir  Louis  Mallet,  C.B. 

J.  H.  Maimers-Sutton. 

The  1 uke  of  Marlborough. 

E.  P.  Mulhallen  Marum,  M.P. 

Adnii  al  R.  C.  Mayne,  M.P. 

Sir  H M.  Meysey-Thompson,  Bart. 

T.  Mi  vain,  M.P. 

Earl  I lanvers. 

A.  B,  Freejuan  Mitford,  C.B, 

Guild  ord  J.  Molesworth. 

John  Vlusgrave. 


Samuel  Montagu,  M.P. 

R.  Jasper  More,  M.P. 

Professor  J.  S.  Nicholson,  M.A., 
D.Sc. 

Viscount  Newark,  M.P. 

Ernest  Noel. 

T.  O’Hanlon,  M.P. 

Edward  Howley  Palmer. 

Herbert  B.  Praed. 

Sir  Richard  H.  Paget,  Bart.,  M.P. 
Lieut.-General  Sir  Louis  Pelly,  M.P. , 
K.O.B.,  K.C.S.L 
J.  Pinkerton,  M.P. 

W.  Pomfret  Pomfref,  M.P. 

The  Duke  of  Portland. 

A.  D.  Provand,  M.P. 

Sir  John  H.  Puleston,  M.P. 

The  Duke  of  Richmond  and  Gordon, 
K.G. 

The  Earl  of  Radnor. 

Lord  Rowton. 

Major  P.  C.  Rascli,  M.P. 

Lord  Rendlesliam. 

Sir  G.  K.  Rickards,  K.C.B. 

E.  M.  Hutton  Riddell. 

Thomas  Roe,  M.P. 

Sir  George  Russell,  Bart.,  M.P. 

James  Rankin,  M.P. 

Lieut. -Colonel  T.  M.  Sandys,  M.P. 

Sir  Albert  A.  David  Sassoon,  C.S.I. 
Eight  Hon.  Sir  H.  J.  Selwin-Ibbetson, 
Bart.,  M.P. 

Sir  George  R.  Sitwell,  Bart. 

Lord  Sherborne. 

H.  Seton-Karr,  M.P. 

T.  H.  Sidebottom,  M.P, 

Samuel  Smith,  M.P. 

Lord  Suffield,  K.C.B. 

J.  E.  Spencer,  M.P. 

Mark  J.  Stewart,  M.P, 

Thomas  Sutherland,  M.P. 

Capt.  C.  W.  Selwyn,  M.P, 

T.  K.  Tapling,  M.P. 

Sir  Rivers  Thompson,  K. C.S.I. 

W.  E.  M,  Tomlinson,  M.P. 

C.  E.  Howard  Vincent,  C.B.,  M.P. 
Viscount  Valentia. 

Professor  Robert  Wallace. 

Edmund  Waller. 

Colonel  Cornwallis  West,  M.P. 
Stephen  Williamson,  M.P. 

The  Marquis  of  Winchester. 

Col.  Mildmay  Wilson. 

R.  Grant  Webster,  M.P. 

Sir  George  O.  Wombwell,  Bart. 
Thomas  Wright. 

George  Wyndham,  M.P. 

The  Earl  of  Yarborough. 


31 


Trustees  of  Guarantee  Fund. 

HENRY  H.  GIBBS,  S.  SMITH,  M.P.,  ABRAHAM  HAWORTH, 
ROBERT  BARCLAY,  GILBERT  BEITH. 


Fxecutive  Council. 


Chairman  : ROBERT  BARCLAY,  Manchester. 


John  A.  Beith,  Manchester, 

Thomas  Bell,  Whickham  (Co.  Dur- 
ham). 

Et.  Hon.  Henry  Chaplin,  M.P. 

Henry  Coke,  Liverpool. 

George  B.  Dewhurst,  Manchester. 
George  Handasyde  Dick,  Glasgow. 
John  S.  Dods,  Manchester. 

R.  L.  Everett,  Ipswich. 

Frederick  J.  Faraday,  Manchester. 

J.  C.  Fielden,  Manchester. 

F.  B.  Forbes,  London. 

H.  T.  Gaddum,  Manchester. 

Robert  Gladstone,  Liverpool. 

C.  W.  Gray,  M.Pi 

Edward  H.  Greg,  Manchester. 

H.  R.  Grenfell,  London. 

J.  H.  Gwyther,  London. 

E.  A.  Hague,  Manchester. 

Frank  Hardcastle,  M.P.,  Bolton. 

John  Hargreaves,  Blackburn. 

Ralph  Heaton,  Birmingham. 

John  Holliday,  Manchester. 

Lewis  Haslam,  Bolton. 

Sir  W.  H.  Houldsworth,  Bart.,  M.P. 


Isaac  Hoyle,  M.P.,  Manchester. 

Henry  Lathbury,  Manchester. 

Samson  S.  Lloyd,  London. 

Capt.  F.  C.  Loder-Symonds,  Faring- 
don. 

Charles  Macdonald,  Manchester. 

Sir  H.  M.  Meysey-Thompson,  Bart. 
Samuel  Montague,  M.P.,  London. 

W.  R.  Moss,  Bolton. 

Jolin  Muir,  Glasgow. 

Samuel  Ogden,  Manchester. 

James  Parlane,  Manchester. 

A.  D.  Provand,  M.P.,  Manchester. 

J.  F.  S.  Rolleston,  Leicester. 

Edward  Sassoon,  London. 

Hermann  Schmidt,  London. 

I.  Seligman,  London. 

T.  H.  Sidebottom,  M.P.,  Manchester. 
E.  P.  Squarey,  Westminster. 

William  Taylor,  Blackburn. 

T.  C.  Taylor  Batley. 

John  Thomson,  Manchester. 

William  Westgartli,  London. 

Thomas  Wilson,  R^'de,  Isle  of  Wight. 


Son.  Treasurer. 


ABRAHAM  HAWORTH,  Manchester. 


Bankers. 


Bank  of  England,  Manchester. 

Chartered  Bank  of  India,  Australia,  and  China,  Hatton  Court, 

London,  E.C. 


Secretary. 

HENKY  McNIEL,  F.S.S.,  Haworth’s  Buildings,  5,  Cross  Street,  Manchester. 


p 


32 


Central  Agricultural  Committee. 

2,  Princes  Street,  Great  George  Street,  Westininster,  S.W. 
lion.  Secs.:  Richard  Dawson  and  A.  Wesxo'i  Jarvis,  M.P. 


Citg  of  London  Committee. 

II  111.  Sec. : II.  Schmidt,  Lombard  House,  George  Yard,  Lombard  Street,  E.C, 


Hon.  Sec.,  Glasgow,  Wm.  Ewing,  7,  Royal  Bank  Place. 

Bradford,  J.  M.  McLaren,  Canal  Road. 

Bolton,  Lewis  Haslam,  Ravenswood. 

Blackburn,  John  Hargreaves,  Higher  Bank. 

Walsall,  W.  H.  Duignan. 

Southport,  S.  Hardman,  191,  Lord  Street. 

Congleton,  A.  C.  Conder,  Bath  Vale  Mill. 

Birmingham,  Frederick  Ash,  Snow  Hill. 

Bristol,  J.  H.  Hoavell,  Castle  Green. 

Swansea,  Frederic  S.  Bishop,  Glanrafon. 

Batlay,  T.  C.  Taylor,  Sunny  Bank. 

Ipswich,  R.  L.  Everett,  Rushmere. 

Brecon,  W.  S.  Miller,  Forest  Lodge. 

Chorley,  A.  C.  Smetiihrst,  Charnoek  House. 

Newcastle -on-Tyne  and  District  (Industrial  Organisations), 
J.  J.  Harris,  8J,  Northbourne  Street,  Newcastle-on-Tyne. 

Oxfordshire  and  Berksliire,  Cajitain  F.  C.  Lodeb-Symonds, 
Hinton  Manor,  Faringdon,  Berks. 


>? 


)> 


>) 


5) 


\ 


1 


STATEMENT. 


Until  tlie  year  1873  tlie  ratio  at  wliicli  Gold  and  Silver  were 
intercliangeable  was  steady,  because  tlie  Mints  of  France  and  other 
European  countries  Avere  open  to  all  the  Avorld  for  the  unlimited 
coinasre  of  both  metals  on  the  fixed  basis  of  15^  Silver  to  1 of 
Gold. 

* It  may  be  stated  generally  that  during  the  last  century  the 
national  unit  of  coinage  which  constituted  the  standard  of  value 
in  the  principal  countries  practically  rested  on  both  metals,  silver 
being  usually  the  nominal  standard  AAutli  gold  rated  to  it,  at  the 

^ discretion  of  each  Government. 

In  the  United  Kingdom,  from  1717  to  1816,  this  system 

prevailed,  the  ratio  to  gold  and  silver  having  been  fixed  at  1 to 
15-21. 

In  the  United  States  of  America  the  double  standard  was 
originally  adopted  in  1786  lA’ith  a ratio  of  1 to  lo  2o ; changed  in 
1792  to  1 to  15,  and  in  1834  to  1 to  16. 

I ^ 

* In  1803  the  double  standard,  with  a ratio  of  15^  to  1,  was 

definitely  adopted  by  France,  and  in  1865  the  formation  of  the 
Latin  Union,  ultimately  consisting  of  France,  Italy,  Belgium, 
SAvitzerland,  and  Greece,  extended  and  confirmed  it. 

OAA’ing  to  this,  the  par  of  exchange  betAveen  Gold  and  Silver 
4 Standard  countries  kept  practically  uniform,  and  Silver,  as  fully 

as  Gold,  performed  the  functions  of  money  throughout  the  world. 

The  action  of  England  in  1816,  in  adopting  the  single  Gold 
Standard,  did  not  disturb  the  steadiness  of  the  ratio  bctAveen  the 
tAVO  metals,  so  long  as  the  Continental  Mints  remained  open  to 
SiUer ; but  when  Germany  in  1873  decided  to  adopt  the  single 
Gold  Standard  the  old  etpiilibiaum  was  destroyed,  because  Fi-ance 
’ and  the  other  Bimetallic  countries,  in  vicAv  of  the  heavy  sales  of 

Silver  made  by  Germany,  suspended  their  free  coinage. 

This  action  caused  the  price  of  Silver,  as  quoted  in  Gold,  to 
fall,  and  it  has  since  fluctuated  violently,  affecting  all  international 
exchanges  betAveen  Silver  Standard  and  Gold  Standard  countries. 
« In  the  case  of  India  the  Rupee,  formeidy  worth  about  2s.  has 

gradually  dropped  beloAV  Is.  5d.  in  English  money,  with  increasing 

* This  end  the  three  following  paragraphs  are  from  the  Note  appended  to 
the  Final  Report  of  the  Royal  Commission  on  Gold  and  Silver,  by  the  Right  Hon 
Sir  Louis  Mallet,  C.B.,  one  of  the  Royal  Commissioners. 
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uncertainty  as  to  its  prospective  excliangeable  value  as  against 

-he  sulistitution  of  Gold  for  Silver,  and  the  greater  amount  of 
evcl  aime  work  that  is  in  consecptence  thrown  ui)on  Gold,  has  led 
to  tlie  appreciation  of  that  metal,  and  to  a fall  m prices  of  corn- 
mot  ities,  as  measured  in  Gold,  which  is  everywhere  visible,  and 
cvei  ywberc  baneful  in  its  effects  upon  commerce,  upon  manutac- 
tiiri  'm  and  ao-ricultural  industry,  and  upon  the  growth  of  employ- 
mei  t necessary  to  provide  work  for  our  rapidly  increasing  pcpula- 

tioi  . 


''onvinced  ot  the  evils  resnltins  from  existing  conditions  of 
onrMonetnry  System,  and  of  the  hindimum  to  trade  and  agrmnl- 

tnr,,  x^diich  arc  largely  duo  to  the  disturlied  relation  betneen  Gold 
ant  Silver,  rve  appeal  to  everyone  tor  co-operation  m carrying  out 

the  objects  of  the  League.  , 

There  is  every  encouragement  to  press  the  mattei,  seeing  i< 

tin  United  States  of  America,  France,  Germany,  and  Holland  are 

vvd  lino- and  eager  to  co-operate.  ^ 

Tlmse  Powers,  it  is  known,  will  not  move  wiiliont  England,  and 
nn  ler  an  erroncons  conception  of  the  advantages  of  a single  Go 

St,  mdard,  this  comitiy  lias  bitherto  stood  aloof. 

The  Einal  Report  of  the  Royal  Commission  on  Gold  and  Silvei 

is  lowever  of  a character  so  favourable  to  the  Cause  of  Bimetallism 

tb  it  the  question  is  now  thoroughly  ripe  for  settlement. 

It  is  advisable,  therefore,  that  the  facts  of  the  case  may  be 
111  ide  widely  known  tbrougbont  the  country,  in  on  er  to  irmg  le 
fo  -ce  of  public  opinion  to  bear  upon  Parliament  and  upon  1 1 
G .vernmeut,  so  that  Knghmd,  instead  cf  being  a barr.cr  u.  the 
XV  ,y  of  an  International  eonvention.  may  take  her  duo  sh.ain 
s.  tUc.ncnt  of  a cinestion  so  vital  to  the  rvell.lmng  of  the  K.npn-e 
so  essential  to  the  interests  of  the  British  and  Irish  Agr.on  tnre 
a ul  of  Commerce  everywhere,  and  to  the  a,mncial  stability  of 

1 idia. 


Any  further  information  concerning  the  League  may  be 

ootained  from  the  Secretary,  ^Ir.  Henry  McNiel  F.S.S., 

I uildings,  5,  Cross  Street,  Hanebester,  who  will  also  acknowlec^ 

ubscriptions  and  Donations.  _ m a 1 

The’  League  comprises  Members  and  Associates,  the  Annual 

t nbscrlptiouof  the  former  being  One  Guinea,  and  the  latter  -s.  Oil. 

Cheques  to  be  made  payable  to  the  Secretary. 
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EXTRACTS  FROM  THE 

ROYAL  COMMISSION  ON  GOLD  AND  SIL^  LR, 

1888. 


PART  I. 

{Signed  hy  all  the  Memhers  of  the  Commission.) 

gjsc  The  Remedy  which  has  been  put  before  us  most 

• ' II  1 cvcif  KI'pH  to  remedy  the  evils  complained  ot 

prominently  and  as  most  likely  to  icmtu;y  1 

to  the  fullest  extent  possible,  is  that  known  as  Bimetallism. 

IQQ  It  must  be  borne  in  mind  that  in  the  case  of  otliei 

commodities  (than  Gold  and  Silver)  the  effect  of  changes  in  the 
supply  and  demand  is  both  more  marked  and  more  iminedi. 
Theb  commodities  are  generally  produced  for  the  pniTOse  of  coi  - 
sumption  at  an  early  date  or  within  a comparatively  short  penoi 
The  supply  at  any  time  available  for  the  market,  or  capable  of 
being  pkced  on  it  at  sliort  notice,  is  therefore  a very  important 

element  in  the  process  hy  which  its  value  is  fixed.  „.i;„i,i 

“ The  precious  metals  on  the  other  hand  are  but  to  a slight 
extent  consumed,  and  the  available  supply  consists  of  the  accnnin- 

lations  of  previous  years.  ^ _ 

“ It  follows,  therefore,  that  in  their  case  a diminution  01 

increase  in  the  new  supply  is  ot  less  importance  than  in  the  case 
of  consumable  articles,  and  that  an  increase  or  dimiiintion  m 
demand  has  also  a smaller  effect.  The  important  eoiisiyrat  on 
with  reward  to  them  at  any  one  moment  is  rather  the  relat.on  be- 
rweeTriie  total  stock  then  in  existence  and  the  then  existing 

'’^T;f\8r“Looki„g,  tlien,  to  the  vast  changes  which  occurred 
prior  to  1873  in  the  relative  production  of  the  two  me  als  witlioy 
any  corresponding  disturbance  in  their  market  value,  it  appeal.,  o 
us  difficult  to  resist  the  conclusion  that  some  ii.flnence  was  then  at 
work  tending  to  steady  the  price  ot  silver,  mul  to  keep  the  latio 

which  it  bore  to  gold  approximately  stable.’ 

gEC  190  — “ Prior  to  1873  the  fliictnations  m the  price  ot 

silver  were  gradual  in  their  character, 

narrow  limits.  The  maximum  variation  in  Ibi-  wa,  a - 

average  not  quite  ,Vl„  "'hile  in  1886  the  niax.mmn  was  ti,, 
mid  the  average  nearly  Ud.  It  L-  not  been,  and  imloed  hardly 
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cm  Id  be,  siigg'csted  that  this  difference  can  be  accounted  for  by 
ciirnges  in  the  relative  production  of  actual  use  of  the  two 
metals.” 

Sec.  191. — “ The  explanation  commonly  offered  of  these 
cm  stant  variations  in  the  silver  market  is  that  the  rise  or  de- 
pr(  ssion  of  tlie  price  of  silver  depends  upon  the  briskness  or 
sla  ?kness  of  the  demand  for  the  purpose  of  remittance  to  silver- 
using  countries,  and  that  the  price  is  largely  affected  by  the 
arc  ount  of  the  bills  sold  from  time  to  time  by  the  Secretary  of 
Stibte  for  India  in  Council. 

“But  these  causes  were,  as  far  as  can  be  seen,  operating  prior 
to  1873,  as  well  as  subsequent  to  that  date,  and  yet  the  silver 
mf  rket  did  not  display  the  sensitiveness  to  these  influences  from 
da  r to  day  and  month  to  month  which  it  now  does.”  '» 

Sec.  192. — “ These  corcsi derations  seem  to  suggest  tho 
ex  stence  of  some  steadying  influence  in  foimier  periods,  which  has 
no  V been  removed,  and  which  has  left  the  sil\  er  market  subject 
to  the  free  influence  of  causes,  the  full  effect  of  which  was  pre- 
vi(  usly  kept  in  eheck.  The  question,  therefore,  forces  itself  upon 
i7S  — Is  there  any  other  circumstance  calculated  to  affect  the  ^ 

rel  xtion  of  silver  to  gold  which  distinguishes  the  latter  period  * 

fre  m the  earlier  ? 

“ Now  undoubtedly,  the  date  which  forms  the  dividing  line 
be:  ween  an  epoch  of  approximate  fixity  in  tlie  relative  value  of 
go  d and  silvmr  and  one  of  marked  instability^,  is  the  year  when  the 
bii  letallic  system,  which  had  previously  been  in  force  in  the 
La  tin  Union  ceased  to  be  in  full  operation ; and  we  are  irre- 
sis  ;ibly  led  to  the  conclusion  that  the  operation  of  that  system, 
established  as  it  was  in  countries  the  population  and  commerce  of 
wl  ich  were  considerable,  exerted  a material  influence  upon  the 
re  ative  value  of  the  two  metals. 

“ So  long  as  that  system  was  in  force  we  think  that,  not- 
wi  ;hstanding  the  changes  in  the  production  and  use  of  the  precious 
mt  tals,  it  kept  the  market  price  of  silver  approximately  steady 
at  the  ratio  fixed  by  law  between  them,  namely  15|  to  1.” 

Sec.  193. — “ Nor  does  it  appear  to  us  a priori  unreasonable 
to  suppose  that  the  existence  in  the  Latin  Union  of  a bimetallic 
sy’,. tern  with  a ratio  of  15^  to  1 fixed  betwetm  the  two  metals 
shi  luld  have  been  capable  of  keeping  tho  market  price  of  silver . 
ste  idy  at  approximately  that  ratio. 

“The  vfiew  that  it  could  only  affect  the  market  price  to  the 
ex  ent  to  which  there  was  a demand  for  it  for  currency  purposes 
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in  the  Latin  Union,  or  to  which  it  was  actually  taken  to  the  mints 

of  those  countries,  is,  we  think,  fallacious. 

“ The  fact  that  the  owner  of  silver  could,  in  the  last  resort, 
take  it  to  those  mints  and  have  it  converted  into  coin  which 
would  purchase  commodities  at  the  ratio  of  15^  of  silver  to  one  of 
gold,  would,  in  our  opinion,  he  likely  to  affect  the  price  of  silvei 
in  the  market  generally,  whoever  the  purchaser  and  for  whatever 
country  it  was  destined.  It  would  enable  the  seller  to  stand  out 
for  a price  approximating  to  the  legal  coin,  and  would  tend  to 
keep  the  market  steady  at  about  that  point. 

« 

PART  II. 

(Signed  hy  six  members  of  the  Commission.) 

Lord  TTeeschell.  lion.  C.  W . Feeemaxtle,  C.B. 

Sir  John  Lvbbock,  Bart.,  M.P.  Sir  T.  II.  Faeeee,  Bart. 

Mr.  J.  W.  Biech.  Bt.  lion.  Leonabd  II.  Cocetney,  M.P. 

gEc.  9. — “ However  much  opinions  may  differ  as  to  the  extent 
of  tbe  evfil  arising  fi’om  tlie  increased  difficulty  which  a fluctuating 
exchange  interposes,  we  do  not  think  its  reality  is  open  to 
question.” 

Sec.  101. — “ There  cannot  be  twm  opinions  as  to  the  very  serious 
effect  which  the  continued  fall  in  the  gold  price  of  silver  has  had 
on  the  finances  of  the  Government  of  India.” 

Sec.  102. — “Weare  fully  impressed  with  a sense  of  the  difficulties 
which  surround  the  Indian  Government,  and  of  the  serious  questions 
to  which  any  proposed  additional  tax  must  give  rise.  It  is  not  only 
the  embarrassment  which  has  already  been  caused  to  the  Govern- 
ment of  India  that  has  to  be  borne  in  mind,  but  the  impossibility 
of  foreseeincr  to  what  extent  those  embarrassments  may  be 
increased  and  their  difficulty  augmented,  by  a further  depression 
in  the  value  of  silver.” 

Sec.  107.— We  think  that  in  any  conditions  fairly  to  be  con- 
templated in  the  future,  so  far  as  we  can  forecast  them  from  the 
experience  of  the  past,  a stable  ratio  might  be  maintained  if  the 
nations  we  have  alluded  to*  were  to  accept  and  strictly  adhere  to 
bimetallism,  at  the  suggested  ratio.  ^Ve  think  that  if  in  all  these 
countries  gold  and  silver  could  be  freely  coined,  and  thus  become 
exchangeable  against  commodities  at  the  fixed  ratio,  the  market 


* The  United  Kingdom,  Germany, 


the  United  States,  and  the  Latin  Lnion. 
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■\  alue  of  silver  as  measured  by  gold  Avould  conform  to  that  ratio, 
and  not  vary  to  any  material  extent.” 

Sec.  119. — “ Appreliensions  have  been  expressed  that  if  a bi- 
rietallic  system  were  adopted  gold  would  gradually  disappear  from 
Circulation.  If,  however,  the  arrangement  included  all  the  pi’incipal 
c Dmmercial  nations,  we  do  not  think  there  would  be  any  serious 
c anger  of  such  a result. 

“ Such  a danger,  if  it  existed  at  all,  must  be  remote.  It  is 
Slid  indeed,  by  some,  that  if  it  were  to  happen,  and  all  nations 
^7ero  to  be  driven  to  a system  of  silver  monometallism,  the  result 
iiicrht  be  reg'arded  without  dissatisfaction. 

“We  are  not  prepared  to  go  this  length,  but  at  the  same  time 
■'  ve  are  fully  sensible  to  the  benefits  which  would  accrue  from  the 
adoption  of  a common  monetary  standard  by  all  the  commercial 
: lations  of  the  world,  and  we  are  quite  alive  to  the  advantage  of 
he  adoption  by  these  nations  of  an  uniform  Bimetallic  Standard 
i.s  a step  in  that  direction.” 


PART  III. 

(Signed  hy  the  other  six  memhers  of  the  Commission.) 

Kt.  Hon.  Sir  Lotus  Mallet,  C.B.  Sir  D.  Barbour,  K.C.S.I. 

Kt.  lion.  A.  J.  Balfour,  M.P.  Sir  W.  H.  Houldswortii,  Bart.,  M.P. 

Kt.  Hon.  Henry  Chaplin,  M.P.  Mr.  Samuel  Montagu,  M.P. 

Sec.  28. — “ We  think  that  the  above  remarks  upon  the  evils 
iffecting  both  the  United  Kingdom  and  India,  if  taken  in  con- 
aexion  with  the  more  detailed  statement  in  Part  I.  of  the  Report, 
ivill  sufficiently  indicate  our  view  as  to  their  nature  and  gravity  ; 
ind  that  they  are  largely  due  to  the  currency  changes  which  have 
taken  place  in  the  years  immediately  preceding  and  following 
1873. 

“We  think  that  too  much  stress  cannot  be  laid  upon  the 
novelty  of  the  experiment  which  has  been  attempted  as  the  result 
of  the  above  changes.  That  experiment  consists  in  the  indepen- 
lent  and  unregulated  use  of  both  gold  and  silver  as  standards  of 
value  by  the  different  nations  of  the  world. 

“ We  are  strongly  of  opinion  that  both  metals  must  continue 
to  be  used  as  standaixl  money  ; the  results  of  using  them  separately 
xnd  independently  since  1873  have  been  most  unsatisfactory,  and 
may  be  positively  disastrous  in  the  future. 
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“It  cannot  be  questioned  that  until  1873  gold  and  silver 
were  always  effectively  linked  by  a legal  ratio  in  one  or  more 

“ It  is  indisputable  that  the  relative  v.alue  ot  the  wo 

metals  has  been  subject  to  ga-eatei-  clivergenee  since  18,4  than 
dnriim  the  whole  of  the  200  years  preceding  that  date,  notwith- 
standing the  occurrence  of  variations  in  their  relative  production 
more  intense  and  more  prolonged  than  those  which  have  been 

experienced  in  recent  years. 

29.— “In  1873-74  the  connecting  link  disappeared, 
and  for  the  first  time  the  system  of  rating  the  two  metals 
ceased  to  form  a subject  of  legislation  in  any  country  in  the 

“The  law  of  supply  and  demand  was  for  the  first  time  left  to 
operate  independently  upon  the  value  of  each  metal;  and 
simultaneously  the  ratio  which  had  been  maintained,  with  scarcely 
any  perceptible  variation,  for  200  years,  gave  place  to  a marked 
and  rapid  divergence  in  the  relative  value  of  gold  and  silver, 
which  has  culminated  in  a change  from  15^  to  1 to  22  to  1. 

Trofosed  Ueviedy* 

gEC.  30. — “ It  appears  to  us  impossible  to  attribute^  the  con- 
currence of  these  two  events  to  a merely  fortuitous  coincideiice. 
They  must,  in  our  opinion,  be  regarded  as  standing  to  each  ot  ler 

ill  the  rcliitioii  of  cause  and  effect. 

“ We  cannot,  therefore,  doubt  that  if  the  system  which  pre- 

vailed  before  1873  were  replaced  in  its  integrity,  most  of  the  evils 
which  we  have  above  described  would  be  removed;  and  the 
remedy  which  we  have  to  suggest  is  simply  the  reversion  to  a 
system  which  existed  before  the  changes  above  referred  to  were 
brought  about ; a system,  namely,  under  which  both  metals  were 
freely  coined  into  legal  tender  money  at  a fixed  ratio  over  a su 

ciently  large  area.  _ 

“ The  effects  of  that  system,  though  it  was  nominally  in  torce 

only  within  a limited  area,  were  felt  in  all  commercial  countries, 

whatever  their  individual  systems  of  currency  might  be  ; and  the 

relative  value  of  the  two  metals  in  all  the  markets  of  the  wor 

was  practically  identical  with  that  fixed  by  the  legislation  ot  tlie 

countries  forming  the  Latin  Union.  ^ ^ _ 

“ As  regards  the  possibility  of  maintaining  such  a system  in 

the  fufurer  we  need  only  refer  to  the  conclusion  at  which  our 
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C(  Ileagues  have  arrived  in  Sec.  107,  Part  II.  (see  above),  and  with 
w hich  we  entirely  agree.” 

Sec.  34. — “No  settlement  of  the  difficulty  is,  however,  in  our 
o])inion,  possible  without  international  action. 

“ The  remedy  which  we  suggest  is  essentially  international  in 
it  ? character,  and  its  details  must  be  settled  in  concert  with  the 
01  her  Powers  concerned. 

“ It  will  be  sufficient  for  us  to  indicate  the  essential  features 

0 the  agreement  to  be  arrived  at,  namely — 

“ (1)  Free  coinage  of  both  metals  into  legal  tender  money; 
and 

“ (2)  The  fixing  of  a ratio  at  which  the  coins  of  either 
metal  shall  be  available  for  the  payment  of  all  debts 
at  the  option  of  the  debtor.” 

Sec.  35. — “ The  particular  ratio  to  be  adopted  is  not,  in  our 
opinion,  a necessary  preliminary  to  the  opening  of  negotiations  for 
tie  establishment  of  such  an  agreement,  and  can,  with  other 
matters  of  detail,  be  left  for  further  discussion  and  settlement 
t dtween  the  parties  interested. 

“ We,  therefore,  submit  that  the  chief  commercial  nations  of 
t le  world,  such  as  the  United  States,  Germany,  and  the  States 
f )rmino'  the  Latin  Union,  should  in  the  first  iilace  be  consulted  as 
t ) their  readiness  to  join  with  the  United  Kingdom  in  a confer- 
e ace,  at  which  India  and  any  of  the  British  Colonies  which  may 
c esire  to  attend  should  be  represented,  with  a view  to  arrive,  if 
j ossible,  at  a common  agreement  on  the  basis  above  indicated.” 

Sec.  36. — “ We  have  indicated  what  appears  to  us  to  be  the  only 
j ermanent  solution  of  the  difficulties  arising  from  the  recent  changes 

1 1 the  relative  value  of  the  precious  metals,  and  the  only  solution 
1 rhich  will  protect  this  and  other  countries  against  the  risks  of  the 
f ature.” 


liamsou  iSoiig,  rrinicrj,  St.  Martin’s  ].,aue,  W.C. 


